SEPTEMBER 1931) 
PRIRG 


A ournal of Gnternational Banking 


Contents Include 
STERLING AND THE CRISIS 
VIEWS ON THE MACMILLAN REPORT 
THE GERMAN BANKING SITUATION 


AMERICAN BANKING AND THE GERMAN COLLAPSE 
By H. ParKEerR WILLIs 


TWO NEW CITY BANKS 
THE OLD ORDER AND THE NEW 
By Proressor C. H. REILLY 


Published by 
FINANCIAL NEWSPAPER PROPRIETORS LIMITED 
20, Bishopsgate, E.C.2. 


Whatever type of suit you have in 
mind, ask your Tailor to use only 


“COURTINE” © s¢ 
x - - : E.. . r If any Bc 
COURTAULDS TINE” LININGS, 
—will not ‘shrink, write direct to the 
fade or fray, and 
your clothes can 
be cleaned time 


and again. GUARANTEED FULLY SHRUNK. 


le-Grand, London, 
E.C.1. 








Ife 


JUIVNVLIVOLOUUUUUOUIVOUVLVLVOUOVOVAIVLVEVUUUULUHOOOUEOTVEOUOHIHU TUITE OTT 


BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES : WORKS : 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion Hox:se 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY 


WTNH TATU 


LULL LELU LLL 


| 
| 


HII 


MULL. 


ULL LULL ULL 


HH] 


hl nN wn ll cc qn qn a manana 


=! oOV7T 








TINNY Le 


IINLIUNNAINUNULLNN mn jilill 


‘THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 


Capital fully called up - £650,000 Reserve Account - - £670,000 
(with power to increase to £4,000,000) 
Reserve Liability of Proprietors under the Charter - - - - £1,000,000 


IMHO ee 


ISILON 


LONDON BANKERS  : 
Messrs. Giyn, Mitts & Co, THE WESTMINSTER BANK LimITED, LOMBARD STREET. Ltoyps Bank LiMiTED, 
HEAD OFFICE : 
33/36 Kinc WitttaM STREET, Lonpon, E.C.4, 
CHIEF OFFICE IN PERSIA : 


TEHERAN. 


BRANCHES IN PERSIA : 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Dizful, Hamadan, Isfahan, Kazvin, 
Kerman, Kermanshah, Mas jed Sule siman, Meshed, Mohammerah, Pehlevi, Resht, Shiraz, Sultanabad, 
Tabriz, Yezd, Zahedan (Duzd lab). 
BRANCHES IN IRAQ: BRANCH IN INDIA : 
BaGpapD, BASRA. BomBay, 


ILI 


Il 


mt 
AMNUUUNUALUOULUALSUNAY 


PIGNNIUUNOUOOUSTOSUN UU 


HE BANK transacts Banking Business of every description in 
and connected with Persia and Iraq, also with Bombay, Calcutta = 
and Karachi. = 


| 
Clean and Documentary Credits arranged. Documentary Bills = | 


negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 


IUUUVUUTIUUUU UNA 





AUUUVAOAA LLEVA 





7 SUPP e eee errr ee ee eee reer 


PECTECCC OER RTE ee eee rere 


oneeeee 








A world-wide banking 
service 


Besides more than 1900 branches in England and Wales, Lloyds Bank 
has offices in India and Burma and agents and correspondents throughout 
the British Empire and in all parts of the world. It is thus in a position, 
either directly or through its connections, to undertake every kind of 
international banking business. Deposits with the Bank exceed three 


hundred and fifty million pounds. 


Lloyds Bank Limited 


Head Office: 71 Lombard Street. London, E.c.3 





The 
Hongkong and Shanghai Banking Corporation 


(Incorporated in the Colony of Hongkong. The liability of members ts limited to 
the extent and in manner prescribed by Ordinance No. 6 of 1929 of the Colony.) 


AUTHORISED CAPITAL eos eas es ‘ua $50,000,000 
ISSUED AND FULLY PAID U eee oe tee $20,000,000 
RESERVE FUNDS— 
STERLING _.... oon ite ap vr mre £6,500,000 
SILVER i ro vas se ‘es ae $10,000,0CO0 
RESERVE LIABILITY OF PROPRIETORS .... $20,000,000 


HEAD OFFICE: HONGKONG. 


BOARD OF DIRECTORS: 
Hon. Mr. C. G S. MACKIE, Chairman. 
Hon. Mr, J. J. PATERSON, Deputy-Chairman. 


W. H. BELL T. E. PEARCE 
A. H. COMPTON J. A. PLUMMER 
B. LANDER LEWIS T. H. R. SHAW 
G. MISKIN J. P. WARREN 
CHIEF MANAGER : V. M. GRAYBURN. 
BRANCHES: 


Amoy, Bangkok, Batavia, Bombay, Calcutta, Canton, Chefoo, Colombo, Dairen (Dalny), Foochow, Haiphong, Hamburg, 

Hankow, Harbin, Hongkew (Shanghai), Ipoh, Johore, Kobe, Kowloon, Kuala Lumpur, London, Lyons, Malacca, Manila, 

Moukden, Musr, New York, Peiping (Peking), Penang, Rangoon, Saigon, San Francisco, Shanghai, Singapore, Sourabaya, 
Sungei Patani, Tientsin, Tokyo, Tsingtao, Yloilo, Yokohama. 


COMMITTEE IN LONDON: 
Sir Charles Addis, K.C.M.G., Chairman. 


A. H. Barlow Sir George Macdonogh, G.B.E., Sir George Sutherland 
D. G. M. Bernard K.C.B., K.C.M.G. A. M. Townsend 
Cc. A. Campbell The Rt. Hon. Lord Revelstoke Cc. F, Whigham 
MANAGERS IN LONDON: 
Sir Newton Stabb H. D.C, Jones 
Sub-Manager: R. E. N. Padfield Accountant: A. Moncur 


9 GRACECHURCH STREET, LONDON, E.C.3. 





Pr 








( ii ) 


ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter, 1727 
CAPITAL (FULLY PAID) £3,780,192 RESERVE FUND £3,780,926 
DEPOSITS £50,387,090 


CORRESPONDENTS OVER 200 YEARS OF TOTAL NUMBER 


THROUGHOUT THE OF BRANCHES 
ENTIRE WORLD COMMERCIAL BANKING 245 


Landon me Paenn sett « 
aa — ~ West End (London) Offices! 1 BURLIN S,w. 
3 BISHOPSGATE, E.C.2 : y | formerly Western Branch of Bank of England 
64 NEW BOND STREET, W.1 


Head Office: EDINBURGH 


General Manager : SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. 


AFFILIATED BANK - WILLIAMS DEACON’S BANK Ltd. r 
(Members of the London Bankers’ Clearing House), 


NATIONAL BANK OF EGYPT. 


(Incorporated in Egypt. Liability of Members is Limited.) 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - - - £3,000,000. 
RESERVE FUND .- - - . £3,000,000. 


London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 





YOKOHAMA SPECIE BANK, LIMITED. | 


ESTABLISHED 1880. (Incorporated in Japan ) 


Capital Subscribed and Fully wae - - Yen 100,000,000 
Reserve Fund - - - - - - Yen 115,000,000 


Head Office: YOKOHAMA. 


Brancnes and AGenciesat Alexandria, Batavia, Berlin, Bombay, Canton, Calcutta, Changchun, Dairen (Dalny), 
Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, London, 
Los Angeles, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Paris, Peiping, Rangoon, Rio de 
Janeiro, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, Sydney, Tientsin, 
Tokyo, Tsingtau. 
The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 
Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits received 
for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, Santen. E.C.2 
» NOHARA, Manager. 


A. M. BONNER, L’?- *:° 


30 LIME ST. and ;' 7 BLOMFIELD ST. 


LONDON, E.C.3 LONDON, E.C.2 
Tel: Tel. : 
Monument 0794 City 1956 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND nee DATING MACHINES, COMPANY 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 














PROTECTION. 


@, In the hazardous days of the early colonisation 
of the New World, the convoys of treasure and 
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The Safe-Deposit Vault illustrated above 
is constructed with John Tann’s patent 
“ANCHORMESH” Reinforcement 
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is secured by the Anti-Blowpipe Door 
and Grillage shown. Like everything 
constructed by John Tann, it is scientific- 
ally designed to give the maximum 
resistance to all possible methods of 
penetration. 
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A Banker’s Diary 
Mid-July—Mid-August 


THE past few weeks have been one of the most eventful 
periods in the post-war history of the London money 
market. The increase in Bank rate from 

Money 23 to 3) per cent. on July 23, alluded to a 
Market month ago, failed to check the gold drain, 
and a further £16-8 millions was lost the 

following week, reducing the Bank’s gold to £132-0 
millions, as against £163-3 millions at the beginning of 
the month. Consequently, a second increase in Bank 
rate, to 44 per cent., was announced on July 30. Two 
days later came the news of the {50,000,000 credits and 
the expansion of the fiduciary note issue, dealt with in 
full on a later page, and this was followed by the exchange 
‘flurry’ of August 5, also commented upon elsewhere. 
Conditions then became superficially more settled, and 
for the moment the gold outflew was checked; but 
money was inclined to stringency during early August, 
with rates running at times above 4 per cent. Market 
discount rates remained close to Bank rate until the 
! per cent. rate took effect. Since then these have 
gradually fallen away to about 4,%, per cent., against 
a 44 per cent. Bank rate, but this relaxation has been 
largely due to special buying of bills, and not to any 
fundamental improvement in the situation which 
remained strained until the fall of the Labour 


Government. 























To remove a certain amount of misunderstanding, it is 
advisable to point out that the raising of the fiduciary 
note issue from {£260 to £275 millions did 

The Bank’s not supply the money ssnaieet with addi- 
Position tional funds. The object of the increase 
in the limit was to guard against any risk 

of the Banking Department’s reserve becoming unduly 
depleted by the drain of gold, forcing a contraction in 
the note issue, on the one hand, and by holiday with- 
drawals of currency, causing an expansion in the note 
circulation, on the other hand. The immediate effect of 
the increase was that {15,000,000 of securities were 
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transferred from the Banking Department to the Issue 
Department in exchange for the {15,000,000 of new 
notes simultaneously issued by the Issue Department 
and transferred to the Banking Department’s “ Re- 
serve.” That was all; and clearly that operation did 
not add one penny to bankers’ deposits, which are the 
basis of the market’s supply of funds, or, indeed, to any 
other liability of the Bank. The reason why in actual 
fact bankers’ deposits rose by {7-6 millions that week 
was that the Bank had been buying September bills 
heavily in the open market. It is true that this operation 
was effected with the intention of easing the position, 
but the Bank did not require to buy fresh bills in order 
to back the additional notes, and its open-market opera- 
tions were quite unconnected with the expansion in the 
note issue. As this is the first time a change in the 
fiduciary note issue has been made, it is as well to place 
on record the exact consequences of such a change. The 
wider implications of this particular change are dis- 
cussed elsewhere. 


As was inevitable, wide fluctuations occurred in the 
chief rates of exchange. The double increase in Bank 
rate at first had a steadying effect, and by 
Foreign July 30, dollars had improved to $4:-86, 
Exchanges French francs to Frs. 123-91, belgas to 
34°80, Dutch florins to Fl. 12-05?, and 
Swiss francs to Frs. 24-90. The announcement of the 
Bank of England credits at first inspired the belief that 
sterling had been definitely pegged, and it was the 
discovery that this belief was erroneous that caused the 
slump on August 5. This carried the dollar rate down 
to $4.84% and the Paris rate to Frs. 123-30, while Brussels 
fell to 34-78, Amsterdam to 12-02?, and Zurich to 
Frs. 24-80. Support for sterling was then forthcoming, 
and a rally was followed by a steadier tone in the market. 
At first it was believed that the Bank was not being 
forced to draw upon its credits, but later it became clear 
that to support sterling against a sustained efflux of both 
short-term and long-term capital extensive use was 
being made of them. It was their approaching exhaus- 
tion, together with the impossibility of replacing them 
unless the Government of the day could produce a 
Q 
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programme of substantial economy, that brought about 
the downfall of the Labour Administration on August 24. 
As regards other exchanges, which are less of an index 
to the strength of sterling, marks have been reasonably 
steady, and confidence in a German recovery is clearly 
increasing. 


THE July returns of the London clearing banks to a 
large extent reflect the set-back in trade, owing to the 
intensification of the crisis and the failure 
The ey of the Hoover declaration to win immedi- 
Ameen ate acceptance. The expansion in deposits 
has been largely checked, the July average 
being £1,787-7 millions, against £1,781-9 millions in 
June. Acceptances have fallen to a new low level at 
£113-0 millions, this clearly being the counterpart of the 
July fall in prices, recession in trade, and general breach 
in international financial connections caused by the 
German crisis. Cash stands at £183-4, against {187-5 
millions in June. The June figure, however, was inflated 
by balance-sheet preparations, and the May figure of 
£179-4 millions provides a true comparison. Advances 
are again substantially lower at {913-0, against {923-0 
millions in June, and the banks have consequently had 
to invest still more of their resources in bills and securi- 
ties. Discounts, consequently, have risen from {265-7 
to {281-0 millions, and investments from {288-4 to 
£299°5 millions. 


WHEN the July set-back to trade and prices is given due 
weight, the overseas trade returns for that month might 
well have been worse. Imports at {70-1 

on uly millions are the best since March, and 
Trade British exports at £34-3 millions the best 
since January. Re-exports, on the other 

hand, have fallen to a new low level of £4-9 millions, this 
being a lamentable reflection of the dislocation to inter- 
national trade caused by the crisis. The figures for the 
year to date are most disappointing. Imports at {487-9 
millions compare with those of £626-8 millions for 1930, 
and with {698-2 millions for 1929, which was a reason- 
ably good post-war year. Raw material imports at 
£103°9 millions are only just over half the 1929 figure of 
{202-2 millions. On the other side of the account, 
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British exports for this year are £233°4 millions, against 
£355°6 millions in 1930 and £425-3 millions in 1929. 
Exports of British manufactured articles are {176-9 
millions, again only just over half the 1929 figure of 
£3373 millions. Thus, the world trade depression seems 
to have cut in half the value of our industries’ foreign 
trade, and only a portion of this decrease can be attributed 
to the fall in prices. It is not surprising that unemploy- 
ment is two and a half times what it was two years ago. 


THE development of the European crisis, first in Vienna, 
next in Berlin, and, finally, in London, has over-shadowed 
; other events, and this makes it all the 
— more important to place on record the 
them successful efforts that are being made to 
escape from a somewhat similar crisis 

elsewhere. Early this year Australia was displaying all 
the symptoms to which we, in our turn, are growing 
familiar. Her budget was unbalanced, her whole scale 
of prices, wages, and costs was out of gear, there was 
serious internal controversy as to who should bear the 
burden of the necessary sacrifices, and the Australian 
pound was seriously depreciated. Since then a deter- 
mined effort has been made, and an assault on her diffi- 
culties delivered all along the line. Measures have been 
passed through the Dominion and State Parliaments 
providing for reductions in salaries, wages, pensions, and 
similar charges on the budget, and simultaneously a 
nation-wide voluntary debt conversion campaign has 
been launched, designed to reduce the interest on the 
Dominion and State internal debts by approximately 
224 per cent., or in rough proportion to the other reduc- 
tions in expenditure. The banks and other financial 
interests are giving their whole-hearted support to debt 
conversion, and the banks have also agreed to reduce 
interest rates upon deposits and upon certain advances. 
To judge from cables received in the middle of August, 
the conversion campaign is meeting with conspicuous 
success, though its final result will not be known until the 
end of September, which is the last date upon which 
overseas holders of Australian internal loans can decide 
on their action. As a result of these measures, Aus- 
tralian credit stands appreciably higher than it did earlier 
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in the year, and while the external loans issued in London 
and elsewhere are naturally excluded from the voluntary 
conversion scheme, there is no doubt that Australia could 
to-day obtain better terms in London than she could 
have earlier in the year. Altogether Australia has set a 
fine example to the world. 


ANOTHER matter that has been over-shadowed by the 
European crisis is the publication of Sir Otto Niemeyer’s 
report upon Brazilian financial difficulties. 
To a large extent his story is the familiar 
one of a primary producer beset by falling 
prices and dwindling trade, and partly, though not 
wholly in consequence, suffering from the common 
diseases of excessive foreign borrowing and home expen- 
diture, an adverse external balance of payments, and 
over-reliance upon fresh note issues as a means of meeting 
her immediate liabilities. Sir Otto’s prescriptions are 
equally familiar. The budget must be balanced, the 
control of expenditure tightened up, the currency stabil- 
ized, and a central bank established on ‘“ orthodox ”’ 
lines and free from political influence. The new bank is 
to take over the central banking functions of the Bank 
of Brazil, and will carry out the normal duties laid down 
by the modern conception of a central bank. A minimum 
reserve ratio of 30 per cent. of gold exchange to notes and 
sight liabilities is suggested, and in view of the recent 
trend of opinion it is significant that the figure is lower 
than that now in force elsewhere. The legal gold content 
of the milreis is not to differ appreciably from that 
nominally existing to-day. The Reserve Bank is to be 
started with a loan of £16 millions to provide it with the 
necessary foreign exchange. This raises the only doubt 
in a very able report, namely, how and where a foreign 
loan can be obtained under present adverse circum- 
stances. London, at least, will probably feel that her 
desire to help to-day outstrips her ability. 


Brazilian 
Finances 


THE committee set up by the Bank for International 
Settlements in response to the third recommendation 
of the London Conference consisted of the 

——_ following members : Sig. Alberto Beneduce, 
Cnc Presidente del Consorzio di Credito per le 
Opere Pubbliche, Roma; Dr. R. G. Bind- 
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schedler, Vice-President of the Board of Directors, 
Crédit Suisse, Zurich; Mr. P. Holstede De Groot, manag- 
ing director, Amsterdamsche Bank, Amsterdam; M. 
Emile Francqui, Vice-Governor of the Société Générale 
de Belgique, Brussels; Sir Walter T. Layton, C.H. 
C.B.E., Editor of the Economist, London; Dr. Carl 
Melchior, partner of M. M. Warburg & Co., Hamburg; 
M. Emile Moreau, President of the Board of Directors, 
Banque de Paris et des Pays-Bas, Paris; Mr. Oscar 
Rydbeck, manager, Skandanaviska Kreditaktiebolaget, 
Stockholm; Mr. T. Tanaka, representative in London of 
the Bank of Japan; Mr. Albert H. Wiggin, chairman of 
the Board, Chase National Bank of New York. The 
terms of reference were “‘ to inquire into the immediate 
further credit needs of Germany and to study the possi- 
bilities of converting a portion of the short-term credits 
into long-term credits.”” The first meeting was held at 
Basle on August 8, and Mr. Wiggin was appointed 
chairman. Dr. Melchior made a statement on the 
German position, and the committee invited representa- 
tives of various banking groups to come to Basle to 
hasten and co-ordinate definite arrangements for the 
prolongation of short-term credits in Germany. Sub- 
sequent discussions resulted in a report being issued as 
we were passing through the press. This is summarized 
very briefly on a later page, and will be dealt with more 
fully next month. 


Mr. BEAUMONT PEASE, whose portrait we publish with 
the current issue, was elected last May Chairman of the 
Committee of London Clearing Bankers 
and President of the British Bankers’ 
Association. He held these posts in 
1923-24, so this is his second term of 
office. Hardly had he entered upon his duties when 
he and his colleagues were faced with the task of meeting 
the repercussions of the German crisis, and Mr. Pease 
was elected Chairman of a special joint committee of the 
London Accepting Houses and the British Bankers’ 
Association, appointed to deal with the problem of 
British credits to Germany. It was as representative of 
this Committee, which is acting in touch with similar 
committees in other centres, that Mr. Tiarks went to 
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Berlin and Basle. The work of this committee has been 
done very properly behind the scenes, but enough is 
known to render it meet to pay a high tribute to the 
extremely arduous and anxious labours of Mr. Pease and 
his fellow-members. This is all the more fitting, as their 
work now seems to be approaching a successful conclusion. 


On August 17 the City learned with regret that, acting 
under medical advice, the Governor of the Bank has had 

to abandon all work for the present and 
Mr. Norman to go abroad for rest and change, and the 

same day it became known that he had 
actually sailed for Canada. No one who realizes the 
exceptional strain to which recent events must have 
subjected him can feel surprised at the news, and all 
will welcome the official assurance that a period of 
complete quiet and entire freedom from work should be 
sufficient to enable him to resume his full norma] duties 
at the Bank. 





Sterling and the Crisis 


OLLOWING the loss of over £30,000,000 of gold 
Pasting the last three weeks of July, the Bank of 

England on August 1 made the following official 
statement: “The Bank of France and the Federal 
Reserve Bank of New York have each placed at the 
disposal of the Bank of England a credit in their respec- 
tive currencies for the equivalent of £25 millions, making 
a total equivalent of £50 millions. On the application 
of the Bank of England, the Treasury has issued a 
Minute in accordance with the procedure laid down in 
the Currency and Bank Notes Act, 1928, authorizing an 
increase of £15 millions in the fiduciary note issue for a 
period of three weeks, thus raising the total of the 
authorized fiduciary issue to £275 millions.” 

Both these decisions were clearly of major importance, 
and were naturally taken to mean that the Bank of 
England was beginning to feel the pressure to which the 
foreign withdrawals of funds had been steadily subject- 
ing it. Again, the decisions were clearly complementary. 
The external credits were designed to protect the Bank’s 
Reserve from gold withdrawals from without ; while the 
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expansion of the fiduciary note issue was designed to 
provide against any inconvenient contraction in the 
Reserve arising from holiday currency withdrawals from 
within. 

To remove any possible misunderstanding, let us say 
at once that, in our opinion, granted the state of emergency 
that was then developing, the Bank of England was 
absolutely right in resorting to these measures. Having 
said that, let us make it equally clear that they were 
only justified as short-run measures designed to meet a 
pressing and, let it be hoped, passing emergency. In so 
far as gold losses and the withdrawal of foreign funds 
were due to causes of a more permanent and deep-seated 
character, short-run remedies of this kind are likely to 
prove inefficacious. 

In view of the drain of gold and of the holiday 
demands for currency, the Bank had no option but 
to seek leave to expand the note issue enough to give 
it elbow-room if the gold drain continued; so, too, was 
it well advised to arrange for credits with its confréres in 
Paris and New York. Here, however, an unnecessary 
misconception seems to have arisen, due probably to the 
traditional reluctance of the Bank of England to avail 
itself of foreign aid. Foreign centres, particularly Paris, 
very naturally assumed that once the credits were 
opened they would be made use of, and that while they 
lasted sterling was for all practical purposes “ pegged.” 
The Bank of England, equally naturally, in early August 
regarded the credits much as those arranged in New York 
on the restoration of the gold standard in 1925. That is 
to say they looked upon them as a precaution, which 
probably would not be needed at all, and in any case 
had been arranged well in advance. In other words, 
sterling was not pegged, and the Bank was still prepared 
to lose gold. 

The consequence was obvious. The Paris authorities 
felt it no longer incumbent upon them to support sterling, 
and those in London did not see any reason why they 
should give artificial support and not let matters take 
their natural course. Consequently, on August 5, sterling 
fell down in between. The Paris exchange slumped for a 
few hours to Frs. 123-30 and the New York rate to 
$4-843. By the time sterling had been picked up again, 
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heavy losses had been inflicted upon many of those 
concerned, and psychologically confidence in London had 
received a heavy blow and much mischief had been done. 

The main lesson of this very regrettable episode is 
that if central bank co-operation is to be a success, more 
is required than joint action and decision upon broad 
lines. Representatives of central banks must learn each 
other’s practices and traditions, must be prepared to 
discuss and agree upon points of detail, must even (to 
employ a colloquialism) “‘ get inside each other’s skins.” 
Both the French and the British attitude were perfectly 
natural and logical ; the trouble was that it was a different 
nature and a different logic. 

The pressure of events, however, was rapidly to 
modify the view originally held that these credits would 
not be needed at once. Reports both from the money 
market and the Stock Exchange made it clear that a 
steady efflux of both short-term and long-term funds 
from London was in rapid progress, and that no counter 
demand for sterling existed. There is reason to believe 
that the credits were extensively used, and that it was 
their gradual exhaustion that brought about the series 
of events in the political world that culminated in the 
formation of a “ National ’’ Government. 

We now come to the real crux of the crisis as it 
affects Great Britain alone. That is the state of the 
British national finances. Here it is necessary to speak 
very carefully. General world experience has been that 
unbalanced budgets rapidly bring with them currency 
inflation, and this lesson was drummed into Continental 
Europe by the Brussels and Genoa Conferences. Thus 
when official evidence before the Unemployment Insurance 
Commission alludes to “all the signs of an unbalanced 
budget,” and when the Economy Committee proclaims 
the existence of a deficit of £120,000,000, it is natural 
for foreign opinion to jump to the conclusion that sterling 
is in danger, especially when they are backed up by 
well-meaning advocates of economy in Great Britain. 
It is equally natural for foreign bankers to draw funds 
from London before the crash comes. 

All this of course is an utter misconception of the 
truth. The Economy Committee’s “deficit” of 
£120,000,000 includes the £50,000,000 sinking fund allo- 
cation, but further losses that have become apparent 
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since the preparation of the report may increase the real 
deficit to £120,000,000 after all. Still, were past budgets 
to be measured by the yard-stick of Sir George May and 
his colleagues they would have registered a deficit for 
several years past. Yet until recently British credit had 
consistently improved, so much so that four months ago 
the Chancellor had an unprecedented opportunity of 
carrying through a major conversion operation. 

This is not to condemn the criterion or the technique 
of the Economy Committee. Their calculations laid 
bare truths it was necessary for us to appreciate, and if 
we continued along our present lines, in the long run it 
is true to say that the stability of sterling would be at 
stake. The run, however, would be a very long one, and 
for the time being current deficits could easily be met by 
the issue of long-term or medium-term loans, or by the 
sale of fresh Treasury bills or short-term bonds. In 
this sense the warnings of the Economy Committee were 
given in ample time, and the inherent strength of sterling 
could have remained unimpaired. 

That, however, is only one side of the story. It 
is our duty to assure the world that Great Britain is 
by no means at the end of her tether. Our short-term 
indebtedness to the world is to-day probably of the 
order of £200,000,000, against which British bankers 
hold by no means negligible balances and other assets 
abroad. We have too, as a potential reserve, our 
long-term foreign investments, valued approximately at 
£3,000,000,000, and in case of need, and given adequate 
time, these too could be mobilized and realized in defence 
of the pound. Adequate time, however, may not be 
vouchsafed to us. Once foreign centres appreciate the 
inherent strength of sterling, even as matters stand 
to-day, there is absolutely no reason why they should 
lose confidence in London to the extent of withdrawing 
these funds. Yet were foreign centres to lose confidence 
in us, they could put us to serious inconvenience 
to-morrow, even to the extent of driving the pound 
temporarily off the gold standard. 

That is the real reason why it was imperative to 
prove to the world without delay that we are resolved 
to put our finances in order. By the middle of August 
it was clear that the Labour Government realized this 
vital need, for Mr. MacDonald’s return to London, and 
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his consultations with Mr. Baldwin, Mr. Chamberlain and 
Sir Herbert Samuel could have no other explanation. 

Unfortunately, Mr. MacDonald was unable to carry 
with him in his insistence upon the minimum economies 
needed to reassure the financial world either the bulk of 
his colleagues or the Labour party as a whole. He knew 
that with the approaching exhaustion of the Bank’s 
credits his time was running out, and so he took the only 
course that remained if sterling was to be saved from 
collapse. On August 24 he resigned his office as Prime 
Minister, and the same afternoon returned to power at 
the head of a National Government, pledged to the 
immediate task of balancing the budget and so of restor- 
ing world confidence in British credit. 

It is here necessary to correct a most serious mis- 
conception. Immediately after the fall of the Labour 
Government, the Daily Herald published an allegation 
against the Federal Reserve Bank of New York to the 
effect that it had made the adoption of drastic economies 
and in particular a reduction in the rate of unemployment 
insurance benefit a condition of extending further credits 
in support of sterling. From this it was argued that 
Mr. MacDonald had surrendered virtually to a pistol 
held at his head, and that Great Britain and the un- 
employed were the victims of American banking dictation. 
As Mr. MacDonald pointed out in his broadcast address 
on August 25, this allegation is a complete and obvious 
travesty of the truth. The New York Reserve Bank 
had not refused a fresh credit for the simple reason that 
it had not been asked for one. British bankers had not 
asked for a fresh credit because they knew it was useless 
to do so unless and until the Government of the day, of 
whatever political complexion, was able and willing to 
restore an unsound financial position. This knowledge 
sprang not from any suspected unfriendliness or wish to 
dictate on the part of foreign bankers, but from the 
fact that no banker, whether British or foreign, advances 
money against doubtful security. Frequently, in the 
past, London has had to refuse applications for credit 
from foreign countries on the ground that they were not 
paying their way, and any banker who adopted a 
different attitude would be playing false with his clients 
who have entrusted their money to him. As things were 
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up to August 24, foreign bankers would have had to 
return the same answer to London. Such a reply would 
not have been a question of dictation, but a plain matter 
of duty. Like any other borrower, England has had to 
give evidence of her determination to put her house in 
order. It is necessary to insist upon this, even to the 
point of repetition. 

Now that this task has been definitely and irrevocably 
taken in hand, there is little doubt that if sterling needs 
any temporary aid from foreign centres, it will be readily 
forthcoming. It may not be needed at all, for once 
foreign confidence is restored, the maintenance of a 
44 per cent. Bank rate against rates of 13 to 2} per cent. 
in other leading centres, should prove adequate to 
attract sufficient foreign short money to London to 
restore the stability of sterling; while in case of need 
accommodation over a longer time could almost certainly 
be obtained. Even this, however, would only be a 
temporary palliative, and, in fact, would involve the 
reconstruction of London’s debtor position on short- 
term account, which was a leading cause of the crisis. 
The essential long-term task before the new Government 
is the restoration of a favourable British balance of 
payments with the world on current trading account. 

This requires one thing, and one thing only, namely, 
the reduction of British internal prices and costs, in the 
widest sense of the term, to the new world level estab- 
lished by the price collapse of the past two years. There 
is no doubt that world opinion holds that the rigidity 
of British costs and their failure to respond to the fall 
in world prices is a leading cause of our gold losses of 
recent years; and this is a favourite French reply to the 
British contention that a leading cause of French gold 
gains is the rigidity of the French monetary and fiscal 
system. It must be emphasized that on this all- 
important point French opinion is right. The rigidity 
of our costs left London ill-equipped to meet the world 
confidence crisis of the past three months, and the real 
lesson of the crisis is that this source of danger must be 
eradicated without delay. 

This is the task before the Government. It comprises 
a scaling down of all internal money values, including 
wages and the cost of living. It demands the seizure of 
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the earliest opportunity for introducing a conversion 
scheme calculated to bring about a real alleviation of 
our internal debt burden. From all supporters of the 
new Government and, indeed, from all patriotic citizens, 
it demands the temporary abandonment of all past 
political controversies, and, indeed, a united national 
effort concentrated upon the restoration of British credit. 

Our recent gold losses need cause few misgivings. 
They were kept within bounds and have now been 
checked. Again, they have mostly been to France. Now 
France takes gold from London every autumn, and 
the main effect of the crisis has been to accelerate 
France’s gold withdrawals. Moreover, France’s gold 
acquisitions are already levying their toll. The margin 
of French prices over world prices is steadily growing, 
and it is only the sustained fall in the latter that 
has masked the growth. Simultaneously France’s 
adverse balance of visible trade is increasing in like 
degree, and each successive draft by French banks upon 
their sterling balances decreases their power to repeat 
the process. In short, the French menace to London’s 
gold should steadily diminish. 

To sum up, the British crisis has in part been due to 
the world-wide loss of confidence arising originally out of 
the German crisis, and initially the emergency measures 
taken by the Bank were the best way of meeting it. 
It revealed, however, the existence of a certain impair- 
ment of the normal and traditional strength of sterling, 
and it has made it necessary for us in England to put 
our house in order. 
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Views on the Macmillan Keport 


I. Professor Edwin Cannan 


ELIEVING, as I do, that at present and for some 
PB ccesiaeratie future period a general maintenance 

of the gold standard is the only means of preventing 
the chaos which would come of allowing currencies to 
become the playthings of petty national politics, I find 
the majority Report of the Macmillan Committee very 
disappointing. 

For the preservation of the gold standard it is neces- 
sary that there should not be a continuous fall of prices 
with all its attendant inconveniences. The present 
currency and banking laws and customs of the gold 
standard countries have been securing such a fall, and 
throughout the fluctuation of boom and depression will 
on the whole continue to secure it by preventing the 
currencies from being increased sufficiently to meet the 
increase of population and production. They act by 
requiring quite unnecessarily large and unnecessarily 
increasing ‘“‘reserves’”’ (as they are euphemistically 
called) in the cellars of the banks of issue. 

The total of these reserves was about nineteen hundred 
millions at the end of 1925, and by the end of 1930 it had 
risen to about two thousand three hundred millions. 
What would be said about the value of any other com- 
modity than gold if certain institutions were holding an 
amount of it equal to about thirty years’ annual produc- 
tion and had increased their holding in the last five 
years by an amount equal to the whole production 
during that period? Obviously it would be said, and 
said truly, that these institutions were raising the value 
of the article by cornering it, and that if there were laws 
which compelled them to accumulate it and _ beliefs 
which induced some of them to accumulate even more 
of it than the laws required, these laws and beliefs should 
be altered. 

Yet the majority Report of the Macmillan Committee 
does not commit itself to any stronger expression of 
opinion than that “at the present time it is probably 
desirable that the legal requirements as to the gold 
reserves of central banks should be relaxed.” Probably ! 
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The law of England and of a few other countries which 
have followed England in this matter, is particularly 
restrictive, as it demands that every addition to currency 
must be accompanied by an equal addition to the stock 
of gold, whereas other countries specify 40 per cent. at 
the most. If all countries adopted the English system, 
it is obvious that the aggregate amount of the whole of 
the currencies could be increased in any long run only by 
the amount of gold produced by the mines less what 
was taken for ornament and industrial use. Under the 
conditions with regard to progress in population and 
civilization prevailing at present, and probable in the 
immediate future, this would involve very rapid increase 
in the value of gold and fall of prices. 

It is true that the Report recommends the abandon- 
ment of this system in England, but it destroys the 
value of its recommendation by emphatically declaring 
that the signatories ‘‘ are not in favour of a reduction 
in the Bank of England’s normal stock of gold.” Their 
attitude calls to mind the proceedings at Geneva when 
the delegates of all the countries unanimously agreed that 
tariffs ought to be reduced, but each of them made the 
mental reservation that his own particular one should 
be left alone or raised. It is the more indefensible in 
view of the admission of the Report that hitherto 
£120,000,000 of the gold held by the Bank has been 
“immobilized,” that is, rendered incapable of being 
used for the only purpose for which a gold reserve can 
nowadays be required. 

Even the condemnation of the immobilization of the 
£120,000,000 is deprived of most of its virtue by the 
recommendation that not the whole but only fifty 
millions of it should be made freely available, the other 
seventy being left subject to the same conditions as 
before. 


II. Professor D. H. Robertson 


THERE is one thing that can be said with confidence 
about the Macmillan Report. The Committee have 
done an immense service in eliciting from the financial 
world a mass of valuable information for lack of which 
all attempts to form a reasonable judgment about our 
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economic position have hitherto been gravely hampered. 
Of this side of the Committee’s work their discoveries 
about the behaviour of London’s net balance of short- 
term indebtedness (p. 301) is the crowning, but by no 
means the only important, instance. It is to be hoped that 
whatever becomes of the rest of their recommendations, 
their ‘‘ proposals relating to information and statistics ”’ 
(Part II, ch. 5) will be adopted 7m foto. 

Regarded as a literary document, the Report is 
something of a curiosity. In detail it is excellently 
written—there is page after page of lucid description and 
interesting analysis. But its general arrangement seems 
to leave something to be desired. The nominal division 
into ‘‘ Part I, Historical and Descriptive,’”’ and “ Part IT, 
Conclusions and Recommendations,” is only partially 
adhered to; long before we reach the end of Part I we are 
in the region of suggestion and advice, while in Part II 
a mass of new description is thrown at our heads. There 
is a good deal of repetition, but no recapitulation; the 
Report may lose in influence, I fear, through the lack of 
that convenient “‘ Summary of Conclusions ” and “‘ Sum- 
mary of Recommendations ”’ with which we have grown 
familiar in documents of this colour. 

The most momentous pronouncement of the Com- 
mittee is to be found on p. 117. “‘ Our objective should 
be, so far as it lies within the power of this country to 
influence the international price-level, first of all to raise 
prices a long way above the present level and then to 
maintain them at the level thus reached with as much 
stability as can be managed. We recommend that this 
objective be accepted as the guiding aim of the monetary 
policy of this country.” For attempting to put into 
force the first part of this programme the Committee, as 
it seems to me, make out an overwhelming case; nor do I 
think they can fairly be accused of under-estimating the 
difficulties in the way—there is a notable lack among 
them of that fanatical confidence in the power of banking 
policy to achieve everything in all circumstances which 
was so fashionable among price-stabilizers on both sides 
of the Atlantic a few years ago. 

As regards the second part of the programme, I share 
the feeling of Lord Bradbury (p. 265), that in their desire 
to achieve bold and broad outlines the Committee have 
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treated rather perfunctorily questions which may turn 
out to be of major importance. They “ do not think it 
necessary to give a dogmatic answer ”’ (p. 129) to certain 
questions about the meaning of “ stability,” but they 
ought, I think, to have discussed them. After what was 
hailed at the time as the most successful experiment in 
stabilization has turned out in retrospect to be one of the 
greatest over-investment booms in history, it is no longer 
possible, I think, to pretend that everybody knows, near 
enough for practical purposes, what stability means. 
Nevertheless, the Committee do, it seems to me, give 
convincing arguments for their main contention—that 
the central banks of the world, acting in concert, must 
do their best to take hold of the gold standard and make 
it behave itself—and in their Part II, ch. 2, offer some 
most valuable practical suggestions towards the attain- 
ment of this end. 

The most striking technical proposal of the Committee 
is for the reform of the English currency law in such wise 
as to free the gold reserve from its present connection 
with the note issue. They make out a very strong case for 
regarding that particular connection as a confusing and 
harmful historical survival; and they clearly incline to 
the opinion (p. 122) that under modern conditions the 
proper size of a country’s gold reserve depends on “ the 
maximum probable export strain on the particular 
country in question in respect of a temporary dis-equi- 
librium in its balance of payments.”’ This seems logical 
enough; but the trouble is that once we begin to apply 
logic to the gold standard, it is largely a matter of taste 
where we stop. My own tastes are a good deal less 
austere than Lord Bradbury’s! but I do not feel sure 
that, as long as we agree to pretend that gold is a standard 
of value and not merely a convenient means of settling 
international balances, we can reasonably expect to see 
the complete severance of all legal ties between gold 
reserves on the one hand and—not necessarily notes in 
particular, but—means of payment in general on the 
other. Perhaps, too, the sensible way in which the 
Bank’s sensible action in asking recently for an increase 
in the fiduciary issue was received has taken some of the 
sting out of the Committee’s attack on the present 
system. Since, however, I think that in practice the 
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Committee’s proposals would do no harm and some good— 
especially in setting an example to other countries of the 
revision of over-rigid rules—I should be prepared to vote 
in their favour. 

Part II, ch. 4, dealing with the capital market for 
home investment is, I think, disappointing, and ends up 
where one hoped it would begin. I have a good deal of 
sympathy with Mr. Lee, who in his addendum suggests 
that his colleagues have mis-read their examination 
paper, and set themselves to answer the wrong question. 
“As a result of the construction which has been placed 
upon the terms of reference the question of how industry 
could be reorganized, reconditioned and financed has not 
been touched upon in the Report. In consequence the 
evidence which has been received on behalf of industry 
has been singularly deficient in constructive proposals 
which might suffice to place industry once more on a 
sound financial and competitive basis’’ (p. 237). It is 
arguable, I think, that a banking system could render 
more practical aid in lifting industry out of slumps by 
means of a well-considered policy of financial assistance 
in the reconstruction of a few selected industries than by 
means of the wholesale purchase of miscellaneous existing 
long-dated securities to which the Committee pin their 
faith. I think many readers will have hoped for more 
light from the Committee on the question of how the 
banks are using the powers over British industry which 
they have acquired, as Britain is said to have acquired 
her Empire, in a fit of absence of mind; and for more 
explicit information than is vouchsafed on pp. 173-4 as to 
who is to carry the babies which at present drop from 
(or never even reach) the arms of the much-heralded 
Bankers’ Industrial Development Company. 

Having succeeded (no mean feat) in travelling hand 
in hand, with only one casualty, through the territories of 
The World To-morrow, The World To-day, and England 
To-morrow, the Committee have found themselves obliged, 
when they reach the thorny ground of England To-day, 
to diverge down separate paths. Mr. McKenna, Mr. 
Keynes and others support their policy of an energetic 
campaign of home investment, buttressed by a tariff, 
by arguments, some of which seem to me good and others 
(connected with the effects of falling costs and with 
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the behaviour of the rate of interest) plainly fallacious. 
Mr. Brand makes a strong and dignified appeal for a 
reduction of costs—the force of which, however, depends 
partly on our readiness to accept his estimate (p. 215) of 
the advantages to this country of continuing to make 
large new net annual investments abroad. Professor 
Gregory, after making a particularly admirable and 
closely-reasoned attempt to assess our economic situation 
(pp. 222-227) and striking a shrewd blow for Free Trade, 
wields a menacing axe over costs, but is ready to hold 
it suspended in the air until we can see more clearly where 
we are, as long as we will promise not to mistake his 
circumspection for weakness. He will, it seems, have 
no truck with the notion that flits about the backs of the 
minds of many of his colleagues—that in the last resort 
some kind of national treaty may be necessary to bring 
the rentier into line with other sufferers from reduced 
incomes; but I do not find his demonstration that the 
rentier is ‘‘ doing his bit ’’ altogether convincing. 


Ill. C. I. C. Bosanquet 


THE Macmillan Committee was appointed by a Treasury 
Minute dated Guy Fawkes’ Day, I929. It is good to 
smile once before discussing the work of a Committee 
which was appointed when there were 1,300,000 unem- 
ployed and reported when there were 1,400,000 more. 

The terms of reference show that the purpose of the 
Government in appointing the Committee had been “to 
promote the development of trade and commerce and 
the employment of labour.”” When the Report was 
published public attention was concentrated on certain 
difficulties affecting “‘ the agencies of banking finance 
and credit.”’ 

The distinction between the problems of trade and 
the problems of finance which is visible in the terms of 
reference is emphasized in the Report of the Committee 
and also in the Addenda signed by various members. It 
helps to establish the characters of these two very different 
but closely connected problems if the trade problem is 
thought of as being dynamic, whereas the financial 
problem is static. The position of Great Britain as a 
trading power is dependent upon her ability to adopt her 
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whole economic structure so as to compete effectively 
in a changing world. On the other hand, the financial 
position of Great Britain at a given moment, like that 
of any individual, depends upon’ the relation between 
immediate obligations and realizable assets. The 
Macmillan Committee chose to give most of their 
attention to the problem that the Bank of England 
has had to grapple with since the return to the gold 
standard in 1925—how to operate the gold standard 
when foreign balances in London are larger than either 
(a) the short-term obligations of other countries to 
London; (b) the gold reserve of the Bank of England. 
The Committee make it perfectly clear that their terms 
of reference excused them from going to the root of the 
matter and examining the reasons why Great Britain’s 
surplus available for investment abroad has diminished. 
Lord Bradbury says bluntly : “ I am of the opinion that 
the real remedies for our economic troubles lie in the 
main in a field outside the terms of reference of the 
present Committee.” 

It does not follow, however, from this diagnosis that 
nothing can be done to alleviate the financial situation. 
The members of the Committee do not agree what are 
the right measures to meet our problems. The main 
Report recommends an alteration in the Currency and 
Bank Notes Act, 1928, to increase the fiduciary issue 
and thus allow the Bank of England to treat any gold 
held in excess of {100,000,000 as being available for 
export. At the same time, they recommend that the 
Bank should take steps to increase its liquid resources 
in other countries to £50,000,000. ‘‘ Wesuggest, therefore, 
that in addition to gold reserves fluctuating between 
(say) £100,000,000 and {175,000,000 the Bank might 
maintain other foreign liquid resources fluctuating in 
amount up to £50,000,000”” (Macmillan Report, s. 354). 
It is an ironical confirmation of the wisdom of this 
recommendation that on August I it was announced 
that the Bank of England had arranged credits 
equivalent to {25,000,000 with the Federal Reserve 
Bank, and to {25,000,000 with the Bank of France. 

Lord Bradbury attacks the same problem in a different 
way by urging that the right course is to reduce the 
amount of short-term balances held in London. He 
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argues that ‘‘ the best methods of bringing this about are 
(1) reduction of the amount of Treasury bills out- 
standing, thus diminishing the field for the profitable 
employment of liquid resources generally ; (2) working 
the gold standard in such a way that when a rise in the 
bank rate becomes necessary the period of the high rate 
shall be of brief duration, and for the rest keeping short 
money-rates as low as possible; (3) avoiding any action 
which will tend artificially to inflate the prices of long- 
date securities.”’ (S. 22 of Lord Bradbury’s addendum.) 

These suggestions may be considered against the 
background of the unanimous conclusions of the Balfour, 
Colwyn, and Macmillan Committees, that a reduction in 
long-term interest rates would be of enormous assist- 
ance to the well-being of Britain industry. Two major 
causes have prevented this reduction, the existence 
of £2,000,000,000 of 5 per cent. War Loan, a stock 
which can never rise above par because it has been 
liable to be called after 1929, and the existence of 
£500,000,000 of Treasury bills at a time when the 
total deposits of the twelve clearing banks were only 
£1,740,000,000. It has therefore been tempting and 
profitable to financial institutions to keep a larger propor- 
tion of their funds liquid than before the war; and no 
investor has had to look further than 5 per cent. War 
Loan as a means of investment. 

It is reasonable to assume that the problem of reducing 
the amount of Treasury bills has bothered the Treasury 
for twelve years. One of the difficulties is that of expense, 
because these bills have been a comparatively cheap 
method of financing a large slice of the National Debt. 
A more serious problem is the extent to which Treasury 
bills have become an integral part of the London Money 
Market and of the open market operations of the Bank 
of England. Ifthe amount of Treasury bills were reduced 
by a single funding operation, supposing that this could 
be done, from £500,000,000 to £100,000,000, the following 
amongst other conditions would arise: the Discount 
Market would be bereft of more than half of the bills in 
which it deals; thus discount houses would find their 
portfolios reduced, and banks would lose this means of 
‘ employing their own liquid funds and the funds deposited 
with them for periods of three months or less. Money rates 
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in London would fall away at once and foreign balances 
would be removed. The Macmillan Committee publishes 
figures which showed that these foreign balances amounted 
to at least {407,000,000 on March 31, 1931, and their 
removal would present an awkward problem for the 
Bank of England. This, of course, is a veductio ad absur- 
dum, and it is only mentioned to show the complexity 
of the problems raised by the proposal that the amount of 
Treasury bills should be reduced. Various other solutions 
can be suggested, the most effective, though the least 
palatable, being the repayment of Treasury bills out of 
the proceeds of a long-term British Government loan to 
be issued in Paris and New York. 

Many problemswould arise out of the contraction in the 
London Money Market that would be at least a temporary 
consequence of thereduction in the volume of Treasury bills. 
For the profits made out of the turnover of {400,000,000 
of bills there would be substituted the smaller profits 
made out of long-term bonds. The country would lose 
the profits made out of any foreign balances that were 
removed abroad. Just how serious the direct and indirect 
effects of that upon our balance of payments would be 
it is hard to say, but this is certainly one of the questions 
that ‘“‘ My Lords” at the Treasury must consider. 

The Macmillan Report is a rich field for the 
argumentative reader, but the argument constantly 
returns to the same point. He is presented by the 
Macmillan Committee with two unpleasant alternatives. 
Industry has languished, while the City, to use a simple 
word to indicate all the complex financial activities of 
London, has prospered. Now either the operations of 
the City, and all its contributions to national wealth 
and prestige, must be contracted, or else by drastic 
measures the productivity of industry and agriculture 
must be increased. 

Our aim must be to restore the state of affairs that 
existed before 1914, when London was on balance a 
short-term creditor, and not as now a short-term debtor. 
‘“‘ A rise in discount rates in the pre-war money market 
functioned mainly by calling in our claims on the rest of 
the world through the contraction in the volume of our 
acceptances. A rise in discount rates to-day is more 
liable to function in part by increasing our liabilities to 
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the rest of the world through the attraction of short- 
term funds from abroad.” (S. 349, IV.) 

If we are to remain a first-class financial centre we 
must be a first-class industrial power. Lancashire, 
Glasgow and Cardiff must supply the funds for London 
to invest. The really serious questions which we have 
to settle are not banking questions at all, but are the 
fundamental problems of maintaining a large industrial 
population at work in a highly-competitive world, when 
the essential decisions are taken by a Parliament elected 
by adult suffrage. 


The German Banking Situation 


N the history of the German banking and currency 
[ossis of the last few months, the following facts stand 

out. At the beginning of June, the calling-in of short- 
term foreign credits from German banks began to assume 
ominous proportions, and during the first ten days of 
June, the Reichsbank lost 550 million reichsmarks in 
gold currency. On the 7th June, the visit of Dr. Briining 
and Dr. Curtius to Chequers took place, but immediately 
prior thereto, the Emergency Regulations for the restora- 
tion of equilibrium in public economy were published, 
which imposed new and heavy sacrifices upon all classes 
of the population. Their publication provoked a storm 
of German public feeling which increased the financial 
unrest to a serious extent. Communists, German 
Nationalists, and National Socialists demanded the 
convocation of the Reichstag. On the 16th June, the 
Council of Seniors of the Reichstag met to decide whether 
the Reichstag was to be convened. It finally rejected 
such convocation by a small majority after the Federal 
Chancellor had declared that the reply to the convening 
of the Reichstag would be the resignation of the Cabinet. 
A period of relaxation followed, which lasted for two 
days, but then the calling-in of credits once more assumed 
dangerous proportions. Finally, on the 19th June, 
when catastrophe appeared to be immediately impending, 
President Hoover published his proposal of a moratorium 
of one year for all political debts. 
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There followed the short-lived ‘‘ Hoover” rally, but 
this came to an end so soon as it became clear that France 
was offering serious resistance. Then followed sixteen 
days of a tenacious struggle between America and France, 
during which time the withdrawal of foreign funds was 
renewed. On the 6th July, the Hoover Plan was carried 
in its fundamental features, but this came too late, for 
the psychological effect of the action had been destroyed, 
and the Reichsbank had reached the limit of reserve 
for its note issue. On the 7th July, the thousand largest 
business undertakings in Germany declared themselves 
willing to give the Gold Discount Bank a guarantee for 
losses up to 500 million reichsmarks. It was hoped— 
but as events showed, vainly—to retain foreign credits 
in this way, by interposing the Gold Discount Bank as 
a guarantor. On the gth July, the Reichsbank President 
Luther flew to London, on the roth to Paris and on 
the 11th he returned empty-handed. 

The collapse could no longer be stayed. On Sunday 
the 12th July, after prolonged and at times heated 
negotiations at the Federal Chancellery, the Darm- 
stadter und Nationalbank was allowed to go by the board, 
and on the following morning, a communication from the 
Federal Government appeared in the newspanzrs, 
informing the people that the Danatbank was closing 
its doors, but that the Federal Government had under- 
taken to guarantee the whole of the bank’s debts. The 
immediate consequence was a run on all banks and all 
savings banks, which were not well prepared to meet it. 
The Government thereupon ordered a general closure 
of the banks for two days. From the 16th July, onwards, 
payments-out were resumed first on a small scale, and 
then under a gradual relaxation of the conditions, until 
on August 5th all restrictions upon internal payments 
were removed. Payments to foreign countries were 
stopped by a currency order which centralized all dealings 
with foreign currencies in the Reichsbank and, in 
principle, only provides foreign currency for the purchase 
of goods abroad. 

During these three weeks of the suppression of free 
payment transactions in Germany, for which there is no 
precedent in history (the moratoriums in different 
countries at the beginning of the war were under quite 
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different conditions), the Government and the Reichsbank 
had to devise a complete series of auxiliary measures 
to render it possible to reopen the banks without risk 
of a fresh catastrophe to German credit organization. 
The first and most important measure was the increase 
of the Reichsbank rates. The Reichsbank, which had, 
on the 15th July, already increased its rediscount rate 
from 7 to Io per cent., and its lombard rate from 8 to 
I5 per cent., on 1st August raised its rediscount rate from 
10 to 15 per cent., and its lombard rate from 15 to 20 
per cent. On the same day, the newly-established 
Akzept und Garantiebank entered upon its operations. 
It had been formed a few days beforehand with a nominal 
capital of 200 million reichsmarks, of which, for the 
present, only 25 per cent. are paid up. Out of the share 
capital, the Federal Government took up 68 millions, the 
Preussenkasse 12 millions, the Gold Discount Bank 20 
millions, the Seehandlung, Bank fiir Industrieobligationen 
and Rentebankkreditanstalt each 12 millions, the Reichs- 
kreditgesellschaft 6 millions and the Verkehrskreditbank 
(Reichsbahn) 4 millions. Public authority therefore 
controls in all 146 millions or 73 per cent. of the capital. 
Of the rest, the DD-Bank has subscribed for 20 millions, 
Dresdner Bank 12 millions, Commerz-Bank ro millions, 
and Mendelssohn and Berliner Handelsgesellschaft each 6 
millions. If, however, the sum paid up is raised above 
the initial 25 per cent. of the nominal capital, the Federal 
Government undertakes, in the first place, to pay up a 
further 50 per cent. on its nominal holding. The risk of 
the Akzeptbank has therefore for the present been shifted 
mainly on to the shoulders of the Government. 

Its chief object is to create bills eligible for rediscount 
at the Reichsbank. Thus, originally it was intended to 
act as an auxiliary body for the Darmstadter and Dresdner 
Banks, as it had been found that both banks no longer 
possessed sufficient eligible bills. In order to provide the 
Reichsbank with money, therefore, they partly had to 
convert their debtors into bills. Now, these bills only 
had two signatures (of which at least one was, perhaps, 
then of doubtful value), and so the new Akzeptbank, 
i.e. practically the Government, was interposed to give 
the third signature, as required by the Reichsbank’s 
Articles, to make them eligible bills. It was found 
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necessary, however, to make the function of the Akzept- 
bank very much wider. In particular, it had to be placed 
at the disposal not only of the Danatbank and Dresdner 
Banks, but also of the Savings Banks, against which, 
in some parts of the country, the distrust of the public 
was much more acute than against individual banks. 

If, however, it was intended on the 5th August to 
release payments in the interior of Germany without 
restriction, all banks would have to open their doors. 
Therefore, measures of assistance for other banks which 
had got into difficulty, besides the Danatbank, had to be 
taken. These included among the big banks the Dresdner 
Bank and, in the provinces, chiefly, the Allgemeine 
Deutsche Kredit-Anstalt (Adka) in Leipzig and the 
Schroeder Bank in Bremen. The reconstruction of these 
banks was effected in different forms. In the case of the 
Danatbank there intervened a Consortium of twenty 
of the largest industrial groups, belonging to the clients 
of the Danatbank (including the leading undertakings 
in the heavy industry, the electrical industry and the 
I.G. Farben). This Consortium took over 35 out of 
60 millions of such of the share capital of the Danatbank 
as was in the possession of the bank itself or its proprietors, 
at a price of 125 per cent. of the nominal value of the 
shares. By these means, the bank was supplied with 
43 million reichsmarks of new money. The money 
itself, however, was again advanced to the industrial 
Consortium for five years, repayment having to be 
effected between the fifth and tenth year. In the case of 
the Dresdner Bank, which has a share capital of 
100 millions and open reserves of 34 millions, the Federal 
Government took over 300 million 7 per cent. Preference 
Shares in order to provide the bank with sufficient capital. 
The Adka, of Leipzig, has amalgamated with the 
Sachsische Staatsbank in Dresden, and has been placed 
under the common guarantee of the State of Saxony. 
In the case of Schroeder, Bremen, share capital and 
reserves of 15 million each have been lost. Instead of 
this a capital of 12 millions will be paid in anew, at a 
price of 125 per cent. Of this, the State of Bremen 
undertakes to provide 7 millions, Bremen business houses 
3 millions, the Reichskreditgesellschaft and Berliner 
Handelsgesellschaft each one million, but here again 
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the Federal Government, similarly as with the Danatbank, 
provides the major part of the necessary sum in the form 
of an advance. Bremen and Saxony are the chief 
industrial centres of crisis in Germany. 

The resumption of bank payments took place with 
surprising smoothness. It was found that the measures 
adopted were effective in reassuring public opinion. 
Neither from the banks nor from the savings banks 
(which were, indeed, for technical reasons, only to 
resume full payment three days later), were large with- 
drawals made, and in quite a number of banks the 
amounts paid in were larger than the amounts with- 
drawn. The Reichsbank, which had arranged to meet 
an enormous inflow of bills, was in the end only called 
upon to a very moderate extent, and its bill portfolio 
only expanded from 15th July to 7th August from 
2,677 million to 3,463 million reichsmarks, while its 
advances on goods actually fell from 386 million to 
168 million reichsmarks; the note circulation during 
that period only increased from 5,834 million to 6,055 
million reichsmarks and was, therefore, not even 300 
million reichsmarks higher than at the same date in 
the previous year. In these circumstances, the Reichs- 
bank was able to reduce its rediscount rate on the 
12th August from 15 to Io per cent., and its lombard rate 
from 20 to 15 per cent. Furthermore, during the past 
four weeks, it has been able, by calling-in of requisitioned 
German credit balances abroad, to increase its holding 
of Devisen by about 200 millions, and has thus again 
reached a cover of 38-2 per cent. of gold and Devisen 
for the notes in circulation.* 

Still, however gratifying this development may 
be, hitherto only technical and psychological results 
have been secured, and the fundamental causes of the 
crisis have not yet been overcome. As is well known, 
the external impulse of the crisis was the collapse of the 
Oesterreichische Credit-Anstalt in Vienna, and, for the 
Danat and Dresdner Banks in particular, the immense 
crash of the Nordwolle A.G. in Bremen. The Nordwolle 
has now become bankrupt with debts of over 250 million 
reichsmarks, the Danatbank and the Dresdner Bank 





* The latest return shows a cover of 39-7 per cent. 
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being the two largest single creditors. Both of these 
events, the collapse of the Credit-Anstalt and that of the 
Nordwolle, would not have had such a catastrophic 
effect on the German banking system if an enormous 
mass of short-term foreign debts had not thereby been 
set in motion. Since the Reichstag Elections in the middle 
of September, 1930, Germany has had to repay more 
than 4,000 million reichsmarks of short-term debts, 
and of this about 2,500 million reichsmarks since the 
beginning of June of this year alone. This is a loss of 
blood which no national economy in the world could have 
withstood without catastrophe, Germany least of all, 
as she was previously suffering from a tremendous 
shortage of capital. Even so, a short-term foreign debt 
of between 7 and 8 thousand millions still encumbers 
Germany. Its withdrawal is for the moment prevented 
by the Currency Regulations, but the latter must soon 
be replaced by voluntary arrangements with the creditors 
to leave their credits in the first place for at least 
six months. These negotiations, which were at first 
conducted in Berlin and later in Basle, will, it is hoped, 
when these lines appear, already have been concluded.* 
But beyond these negotiations there stands out the 
two-fold question fraught with great anxiety: (1) As to 
when and how this mass of short-term debts can be 
consolidated, and (2) as to how Germany can again, by 
long-term foreign credits, recover at least a part of her 
capital losses of the past few months; for, if this is not 
successfully done, it is impossible to see how German 
national economy can even, with the most heroic 
endeavours, be safeguarded against further collapse. 
No one can say how, in the event of the continuous 
cutting-off of Germany from the capital markets of the 
world, unemployment, with all its financial, social and 
political consequences, will develop during the coming 
winter. This group of questions has been before the 
Committee appointed by the Bank for International 
Settlements at the request of the London Conference, 
and which during August was in session at Basle. 
Germany was represented on this Committee by Dr. 
Melchior and England by Sir Walter Layton. One 


* See summary on following page. 
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difficulty that the Committee had to face was that the 
restoration of German credit depended to a large extent 
on the solution of the Reparations problem, and France 
will not yet at the moment permit of an official discussion 
of this subject. Meanwhile, in Germany itself, during the 
next few weeks, momentous decisions must be adopted 
as to the reopening of the Stock Exchanges which have 
been closed since the 11th July, and above all, as to the 
future relations between the State and the banks. Indeed, 
owing to the intervention of the Federal Government in 
the affairs of the Danatbank, the Dresdner Bank, the 
Schroeder Bank, and others, the Government has in actual 
fact, against its will, nationalized one-half of the German 
private banking system. It must now be considered 
whether and how the Government can again be freed 
irom this engagement, and also how, in the light of past 
experience, public supervision over the banks is to be 
organized. On this point, as with other urgent matters, 
decisions should not now be postponed for very long. 


The Basle Report 


S this issue was passing through the press, the report 
Ae the Committee appointed by the leading Central 
Banks on the recommendation of the London 
Conference ‘‘to inquire into the immediate further 
credit needs of Germany and to study the possibilities 
of converting a portion of the short-term credits into 
long-term credits,’ was issued. Full consideration must 
be reserved until next month, but the following brief 
summary may conveniently be given :— 

(a) The report finds that during 1924-30 Germany’s net foreign 
indebtedness rose by RM. 18-2 milliards. RM. 10-3 milliards of this 
increase was used to finance reparations, RM. 2-5 milliards to pay 
commercial debt interest, and RM. 3-3 milliards to cover her net deficit 
on current trading account in goods and services. This left a margin 
of RM. 2-1 milliards available to increase her holdings of gold and 


devisen. 

(b) At the end of 1930 Germany’s gross foreign indebtedness 
was RM. 25-5 milliards, of which RM. 10-3 milliards was short-term. 
As an off-set, she owned abroad RM. 9-7 milliards, of which RM. 5-3 
milliards was short-term. 

(c) Up to July 31st, 1931, RM. 2-9 milliards of foreign short-term 
money was withdrawn. One milliard of this was met by realizing the 
foreign assets of the banks, and the remaining two milliards fell upon 
the resources of the Reichsbank. 








THE BASLE REPORT 203 


(4) The report outlines the special arrangements being made for 
the continuation of foreign credits to Germany for a space of’ six 
months. 

(e) As regards the replacement of withdrawn capital, the report 
rejects as impracticable any further mobilization of Germany’s foreign 
assets; and as undesirable the expansion of Germany’s export trade 
on the scale required to balance her recent losses. 

(f) The report concludes therefore (1) that the existing volume 
of Germany’s foreign credits should be maintained: and (2) that 
part of the withdrawn capital should be replaced from foreign sources. 

(g) If this fresh capital were replaced in the form of short-term 
credits, it would only mean that her recent difficulties would recur in 
six months’ time in an aggravated form. Therefore any additional 
credits should take the form of a long-term loan, and part of her 
existing short-term debt should, if practicable, be converted into long- 
term obligations. 

(h) The report discusses the conditions necessary for the successful 
placing of a long-term loan. This calls into question the political 
relations between Germany and other countries, the future of her 
external obligations, the need for a world resumption of ‘‘ the normal 
process of investment of fresh capital, and the lowering of obstacles to 
the free movement of goods.” 

(*) The report urges that all Governments concerned should lose 
no time in “ taking the necessary measures for bringing about such 
conditions as will allow financial operations to bring to Germany— 
and thereby to the world—sorely-needed assistance.” 








Matters of Law 
Notes of Current Cases 


By Our Legal Correspondent 


T is of considerable interest that on the very eve of 
Je Long Vacation the Courts have provided yet 

another case which appears to bring to a focus lights 
in the law affecting bankers. We refer to the case of 
Greenwood v. Martins Bank decided in the Court of 
Appeal in the last days of the sittings of the Courts. The 
facts of the case were somewhat peculiar and were 
dipped deep in tragedy. But it gave the Court of 
Appeal an opportunity of pronouncing some quite 
useful opinions supporting well-known principles involving 
a correction of certain text-book observations. The case 
is of more particular value since it stresses strongly the 
observations we made in the issue of THE BANKER of 
July last (Vol. XIX, No. 66) on the subject of estoppel as 
applied to forgeries. Naturally, it follows the reasoning 
we referred to in that article. In order, however, that this 
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latest illustration of the principles we were then dis- 
cussing may be appreciated it is necessary—as always in 
legal discussions—to state the salient facts of the case. 

A Mr. Bertie Greenwood, of Blackpool, had an account 
with Martins Bank at a Blackpool branch. This account 
was opened in November 1928. On it he drew 19 genuine 
cheques himself, but his wife drew 44 further cheques 
—forging his name—amounting in total to £410 6s. od. 
which were paid by the bank. Mr. Greenwood apparently 
did not discover this till October 1929 when his wife con- 
fessed to him. She said she had drawn out the money 
to lend it to her sister who was engaged in some litigation. 
She begged him not to go to the bank and expose the 
thing, and he, anxious to shield his wife, did not do so. 
The wife explained to him that he would get his money 
back when her sister had completed the litigation. And, 
very unwisely, on this assurance the husband neglected 
to inform the bank of the frauds by his wife. After this 
confession in October there were no further forged 
signatures. The climax was reached in June 1930— 
some eight months later—when the wife asked her 
husband for a further {60 for her sister. The husband 
declined to give it to her and told her he was going to the 
bank to tell them about it all. Thereupon the wife 
straightway shot herself! The domestic tragedy behind 
this may well excite sympathy, but the outcome was of a 
more sordid nature. The bereaved husband went to the 
bank and told them of the forgeries and apparently 
intimated that he would hold them responsible for the 
amounts they had paid upon his dead wife’s forgeries. 
““ Why did you not let us know before? ”’ was the bank 
manager’s natural query, to which the man replied that 
he did not want to give his wife away! Then he sued 
the bank, claiming that they had wrongfully and without 
his authority paid £410 6s. od. on cheques which had been 
forged by his dead wife, and that he was entitled to be 
credited that sum by the bank. 

One could scarcely imagine a more unmeritorious 
claim in the actual circumstances. The case was tried 
at Manchester Assizes and the Commissioner of Assize 
found against the bank. He examined the cheques and 
found that some of the 44 forged signatures were very 
suspicious and he found that the signatures were honoured 
by the carelessness of the bank officials. The bank met 


MATTERS OF LAW 205 


the husband’s claim by pleas of acquiescence, adoption 
or ratification. But apparently the Commissioner of 
Assize was influenced by statements in Sir John Paget’s 
well-known Law of Banking. In the latest edition of 
that work—the fourth edition—appears at page 330: 
“Neither estoppel nor adoption can effectually be set 
up by a person whose own conduct or negligence has 
occasioned or contributed to the loss, and this, of course, 
applies to the case of the banker.’’ And again at page 345: 
““ The banker cannot, of course, set up estoppel or adoption 
when the loss is attributable, even in part, to his own 
negligence; as when he has failed to detect an obvious 
forgery or alteration.’”” Some American authority is 
cited in this connection. Still, it is not a sound state- 
ment of English law without qualification—as one finds 
if one takes the facts of the case under discussion and 
refers to the statement of the law in our previous article 
last July. 

The mere fact that the bank was careless in passing 
the signatures will not avail the customer when it is 
proved that, with a positive knowledge of the fact of 
forgery, he has wilfully refrained from advising the 
bank and so deprived them of any remedy they may 
have had against the forger. The odd feature of the 
case was that had the husband informed the bank they 
could have sued the wife in conversion, but as a husband 
is liable for his wife’s torts they could have sued the 
husband also! But the death of the wife deprived the 
bank of any right to sue for a tort upon the maxim “‘ actio 
personalis moritur cum persona.’ Thus, by the husband’s 
silence until after his wife’s death he deprived the bank of 
a remedy they would have had, and in this particular case 
a remedy that would have been effective for the husband’s 
claim on the mispaid cheques would have been met by 
the bank’s action against him as responsible for his 
wife’s torts. 

In circumstances such as these it would be felt as a 
real injustice had the Commissioner’s judgment against 
the bank been allowed to stand. In giving his judgment 
Lord Justice Scrutton stressed the point we made last July 
that a forgery cannot be said to be “ ratified.” Ratifica- 
tion is only referable to a case where the act done is 
purported to be done by an agent and has no application 
to a forgery that is per se a wrongful act raising no question 
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of agency. But although not capable of being ratified a 
forgery may be “ adopted.’’ For instance, in the case 
under review the husband could have said, expressly or 
by implication from his conduct, ‘‘ I will recognize these 
signatures as my own and you may debit me with the 
cheques.” He did not do so. There was no evidence of 
the husband adopting his wife’s acts as his own. Mere 
delay in telling the bank of the forgery was held not to 
be sufficient. 

There, however, came the bank’s third point—that 
the husband was estopped or precluded by his conduct 
from setting up the fact of forgery against the bank. 
Here the Lord Justice’s statement of the general law on the 
point is so clear as to be worthy of citation. He first 
pointed out the emphasis placed by Macmiullan’s case 
(the case of a “ raised ’’ cheque) on the relations of banker 
and customer, i.e. the one as executing a mandate given 
by the other. There was “a continuing duty on either 
side to act with reasonable care to ensure the proper 
working of the account.”’ That reciprocal duty is stated 
thus: “‘ The banker, if a cheque was presented to him 
which he rejected as forged, would be under a duty to 
report that to the customer to enable him to inquire into 
and protect himself against the circumstances of the 
forgery. That would involve a corresponding duty on 
the customer if he became aware that forged cheques 
were being presented to his banker to inform the banker 
in order that the banker might avoid loss in the future. 
If that were correct there was in the present case silence, 
a breach of a duty to disclose which might give rise to 
an estoppel.” 

But did it? What was the real ground of estoppel in 
this case? The party relying on estoppel must show that 
he has suffered some detriment by reason of the act of the 
other party in misleading him. Two possible detriments 
occur in a case such as this, as we explained in July— 
(x) It may be a detriment by payment upon the forgeries, 
or, it may be (2) some loss of remedy against the forger 
and also against the drawer in some cases. Now in the 
present case it could not be the former ground. All the 
cheques in question were drawn and paid before the 
husband knew of the forgery. Therefore his silence and 
absence of disclosure to the bank was not the proximate 
cause of leading the bank to pay them. The customer’s 
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silence had nothing to do with the payment of the 
cheques which preceded his knowledge. It is true that 
on the facts it might be said that the bank’s negligence or 
carelessness in not observing the forgery was the proximate 
cause of the bank’s loss in paying the forged cheques. 
And to that extent the bank could not have relied on 
any estoppel against the husband on any silence of his 
had such silence preceded the payment. 

The Court of Appeal pointed out that such negligence 
could not preclude the bank from relying on the other 
ground of detriment against the husband, namely, that 
by his silence after he knew of the forgery and his failure 
to inform them of the fact until after his wife was dead 
he had deprived them of a remedy against the forger and, 
in the particular circumstances, of an answer to his own 
claim. For the proximate cause of the loss of the bank’s 
remedy was not any original carelessness of the bank as 
paying on signatures they should have suspected were 
forgeries. The proximate cause of the bank’s losing its 
right of action was the silence of the husband until after 
his wife’s death, when any right of action was Jost. The 
Court, on this ground, held that the husband was estopped 
from his claim against the bank. 

Hence, the passages above cited from the text-book 
have to be read with a qualification. It is not every 
contributory negligence by a bank that will deprive it of 
the right to raise an estoppel against the customer. It 
must be a negligence that is itself the proximate cause 
of the loss. And here, granted the original carelessness of 
the bank, the husband’s own neglect to inform them of 
the position within a reasonable time after his discovery 
of the truth had been the actual cause of the bank’s suffer- 
ing the detriment complained of, namely, the loss of its 
remedies over against the wife and, in this case, the husband 
himself as well. 


The case is useful as showing that the general principles 
we dealt with as to estoppel may at any time come into 
active life and call for consideration. 


In the July issue of the Official Law Reports is 
contained a most interesting report of a case affecting 
the rights of guarantors under a bank’s common form of 
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guarantee to repayment of income tax on such amount 
as represents interest paid on the guaranteed account. 
The case in question is Commissioners of Inland Revenue v. 
Sir H. C. Holder, Bt., and another (1931) 2 King’s Bench, 
at page 81. Sir Henry Holder and Mr. J. A. Holder were 
interested in a company that had been indebted for many 
years to the London City and Midland Bank, Ltd. 
(afterwards the Midland Bank, Ltd.) and they had given 
guarantees to the bank in the ordinary form “ to pay and 
satisfy to the bank all and every the sum or sums of 
money which shall at any time be owing to the bank 
anywhere on any account . . . together with in all cases 
aforesaid all interest, discount and other banker’s 
charges,” etc. The total liability ultimately enforceable 
against the guarantors under such guarantee was limited 
to a definite sum. From 1920 onwards the indebtedness 
of the company customer increased and the interest 
due from time to time to the bank was, in accordance 
with usual practice, debited half yearly in the company’s 
account with the bank. After pressing for liquidation of 
overdraft from time to time the whole indebtedness of 
the company to the bank was finally settled and satisfied 
by the respondents—the guarantors—by means of a loan 
made by the bank to them personally. The company 
was completely insolvent and there was no chance of the 
respondents obtaining any reimbursement from the 
company of the amount satisfied by them under the 
guarantees. 

In these circumstances the guarantors claimed repay- 
ment of income tax under section 36 of the Income Tax 
Act, 1918, on the interest amounting altogether to 
£17,861 16s. 5d. debited half-yearly to the company’s 
account with the bank which the respondents claimed was 
paid by them in the general settlement of their liability as 
aforesaid. It will be seen that the point in issue is of 
only indirect interest to bankers, but incidentally in the 
judgments the exact effect of the usual banking practice 
of adding interest to the capital advances was discussed. 
It was argued on behalf of the guarantors in the case that 
they had a right to analyse the bank’s account and, for 
the purpose of income tax repayment, to distinguish 
between interest and capital. The curious thing is that 
the Special Commissioners, acting on previous decisions 
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of theirs, allowed the claim. It would appear that they 
had done so on the authority (as they read it) of 
Parrs Banking Company v. Yates, a case well known to 
bankers. In that case, although the capital amount 
due on a dormant account was held barred by the Statute 
of Limitations, the guarantors were held liable to payment 
of interest that had accrued due during the six years 
immediately preceding. There the bank was allowed to 
differentiate between interest and capital in answer to 
the plea that the debt was statute-barred notwithstanding 
the custom of half-yearly “rests’’ and the addition of 
interest to the total indebtedness. 

The Special Commissioners understood that by the 
above decision they were obliged to treat a total amount 
paid on a banker’s guarantee as divisible and to regard 
such amount so far as it satisfied interest to be a payment 
of interest within section 36 of the Income Tax Act of 
1918. A second curious point about this case is that an 
experienced and able judge (Mr. Justice Rowlatt) sup- 
ported the opinion of the Special Commissioners. But 
the Court of Appeal (Lord Hanworth, Master of the 
Rolls, and Lords Justices Lawrence and Romer) unani- 
mously reversed the decision and held that the guarantors 
were not entitled to any claim for repayment of income 
tax as for interest. In this conflict of decisions the Court 
of Appeal of course prevails and it is interesting and 
important to realize the points at issue. 

Surely the Court of Appeal is correct in its view of the 
law affecting a guarantor’s actual position under the 
obligations imposed by the common form bank guarantee 
and the acknowledged practice of bankers as to capitalizing 
unpaid interest each half-year. First, let us take the 
relevant words of section 36 of the Income Tax Act 
1918: ‘‘ Where interest payable in the United Kingdom 
on an advance from a bank... is paid to the bank 
without deduction of tax, out of profits or gains brought 
into charge to tax, the person by whom the interest is 
paid shall be entitled . . . to repayment of tax on the 
amount of the interest.” The Special Commissioners 
and Mr. Justice Rowlatt both thought that a guaran- 
tor’s payment came within this section. The learned 
Judge said: ‘“‘ If the guarantors paid out of profits or 
gains brought into charge to tax, why have not they 
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paid interest upon an advance from the bank? The 
contract with the bank was that they should pay (inter 
alia) the interest if the person guaranteed did not and 
I cannot see any reason for cutting down the section 
. . . It seems to me that the guarantor is in just the 
same position as the principal debtor.”’ He further said : 
“Tf interest is capitalized in the sense in which it is 
charged in this case, it must not be assumed that it 
is necessarily capitalized for all purposes . . . it has been 
treated as capital in the account of the bank but I cannot 
see why it should be treated as capital for the purposes 
of this section.” 

The Attorney-General on behalf of the Crown, 
however, boldly (and as the Court of Appeal decided, 
rightly) contended (1) that the balances debited in the 
books of the bank half-yearly on June 30 and December 
31 and on which simple interest was charged for the 
ensuing six months consisted as between the bank and 
the company entirely of capital: in other words, that 
the bank is to be treated as having made an advance to 
the company at the end of each half-year of the sum 
necessary for payment of the interest accruing due during 
that half-year thus discharging the bank’s claim to that 
interest and increasing the company’s capital indebtedness 
by a corresponding amount; (2) that, whether that 
were so or not, yet as between the bank and the guarantors 
the latter had paid nothing as “ interest ’ but merely had 
paid a principal sum of £64,482 16s. 8d. which in the 
events that had happened they had covenanted to pay 
to the bank under their separate contract with the bank 
by the form of guarantee. It is necessary to note both 
points because if the former contention alone were correct 
there would still remain a sum of £1,341 18s. Id. the 
interest not actually capitalized and due from June 30 
to November when the arrangement for payment by 
the guarantors was made. If the second contention were 
also correct then this sum also was not to be regarded as 
“interest ’’ payable within section 36 of the Income Tax 
Act. 

In short, the question then arises: Does that section 
operate in favour of a guarantor at all? Does it cover the 
case of someone to whom no advance was made and 
who never paid any interest on such advance, but whose 
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liability arose under a separate contract to make good 
another’s default? The Court of Appeal answered both 
questions in favour of the Crown. 

In doing so that Court took the view that “ the plan of 
capitalizing interest at the end of each half-year was 
originally adopted by bankers in order to enable them in 
effect to secure what is usually termed compound interest, 
which could not have otherwise been claimed by reason 
of the usury laws . . . but the repeal of the usury laws 
having destroyed the reason for this practice such repeal 
has not changed the nature and effect of accounts that 
continue to be kept in the same way as before.”’ Having 
regard to this well-known and universally accepted practice 
the amounts the guarantors paid to fulfil their obligations 
under the guarantee were all principal in fact and in 
reality except the last instalment of £1,341 18s. 1d. 
interest not yet capitalized. And as to that amount, 
although it remained interest and uncapitalized yet the 
guarantors could not be said to have paid it within the 
terms of section 36 (set out above). The guarantors owed 
no interest to the bank and did not pay it because they 
had not had any advance upon which they were liable to 
pay the bank interest. They paid it as part of the lump 
sum they were by their separate contract with the 
bank under obligation to pay, owing to the default of 
the principal debtor to pay. The fact that part of such 
lump sum was interest did not affect the question. 
Whatever the nature of the debt due from the guaranteed 
person it was the duty of the guarantors on his default 
to pay it as a debt in default and irrespective of its origin. 
The repayment referred to in section 36 is not applicable 
to the case of a guarantor paying under his contract of 
suretyship. 

When Parrs Banking Company v. Yates is properly 
understood it did not justify the Special Commissioners 
in their contrary opinion as Lord Justice Romer clearly 
points out when he says: “ If in that case (Yates’s case) 
the guarantors’ liability to pay the sums charged as 
interest to the principal debtor and accruing within six 
years of action brought was truly a liability to pay interest 
on the moneys advanced to the principal debtor, the 
guarantor was entitled to judgment, because his liability 
to pay the moneys advanced was barred by the Statute 
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of Limitations and his liability to pay interest thereon 
could have been barred also. He was, however, held 
liable to pay a sum equivalent to that charged for interest 
and this must have been on the footing that he had agreed 
to pay the bank sums equal to the interest charged in 
the event, which had happened, of the principal debtor 
failing to do so.” That is to say, summing up the whole 
matter, that although the debt due from the guaranteed 
customer and the debt due from the guarantors for 
many practical purposes may be regarded as one and 
the same, they are in fact and in law different debts due 
on quite different contracts. 


Banking Appointments and 


Retirements 


Lloyds Bank. 


Mr. G. Harrison has been appointed joint manager 
of the Liverpool Branch and of the Colonial and Foreign 
Department in that city. Mr. Harrison was born in 
1875 and educated at Leeds Grammar School. In 1894 
he joined the service of the London and Yorkshire Bank 
at Leeds, and seven years later entered Lloyds Bank. 
After serving at Leeds and Bradford he became Manager 
at Keighley in Igt1 and at Morley in 1914. In Ig21 
he was appointed controller of the Advance Department 
at the Halifax District Office, and in 1924 was made 
Manager at Blackburn, where he remained until he 
received his present appointment. Mr. Harrison is a 
Fellow of the Institute of Bankers. He gained the 
Institute’s Certificate with distinction in 1896, and won 
the Gwyther Prize a year later. He has acted as Treasurer 
of the Blackburn and East Lancashire Infirmary, the 
Blackburn Y.M.C.A., and the Blackburn Savings Bank. 

Mr. G. L. Potter has been appointed District Manager 
at Birmingham. He was born in 1879, and educated 
at Malvern. He joined Lloyds Bank at Oswestry in 
1895, and a year later was transferred to Kidderminster. 
In 1906 he went to Tewkesbury, where he opened a 
new branch, and seven years later moved to London, 
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where he became an Inspector. After two years he 
returned to the country, and served successively as 
Acting Manager at Rugby, and as Manager at Gloucester 
and Bradford (West Yorkshire Bank Branch). In 1927 
he again came to London as Joint Manager of the City 
Office, 72 Lombard Street. He held this last post until 
he received his present appointment. His recreations 
are shooting, fishing, tennis and golf. 

Mr. Potter is succeeded at the City Office by Mr. W. A. 
Smith. Mr. Smith was born in 1885, and educated at 
Paragon House School, Norwich. He entered the service 
of Lloyds Bank in 1902, and twenty years later became 
Manager at Richmond, Surrey. In 1924 he became Sub- 
Manager at the City Office, and three years later went to 
Liverpool, Exchange. In 1929, he was again back in 
London, this time as General Manager’s Assistant at 
Head Office. His stay, however, was a brief one, for 
in the autumn of that year he returned to Liverpool 
as Joint Manager. Now he is once more returning to 
London. Mr. Smith is a Fellow of the Institute of 
Bankers, and was elected a Vice-President of the Liverpool 
and District Bankers’ Institute in April 1930. During 
the war he served at home with the Artists’ Rifles. His 
recreations include music and most games. 


Bank of Scotland. 


Mr. A. T. Rose, the Secretary of the Bank, has 
expressed a desire to retire from the service. The 
Directors have, with regret, agreed to his wish, and have 
placed on record theic appreciation of the ability and 
devotion with which he has served the Bank for fifty 
ears. 
< Mr. Rose has been succeeded by Mr. W. A. Tait, M.A. 
Mr. Tait joined the service of the Bank at their Head 
Office in Edinburgh in 1890, and after spending some 
years in the Law Department was transferred to the 
Inspectors’ Department, where he remained except for 
an interval at the Leith Branch. In 1906 he was pro- 
moted to be an Inspector, and in 1918 became Chief 
Inspector. Two years later he succeeded Mr. Rose as 
Superintendent of Branches. Mr. Tait has all his life 
taken a keen interest in sport, and in his early days 
was a member of the Queen’s Edinburgh Volunteer 
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Brigade, and one of the crack shots in the old No. 7 
‘“‘ Bankers ’’ Company. 

Mr. Henry Curtis has been appointed Assistant 
Superintendent of Branches. Mr. Curtis was born in 
1878, and educated at George Watson’s College, Edin- 
burgh. He joined the Head Office of the Bank in 1895, 
and, after experience at several branches, returned to 
Head Office, Inspectors’ Department, in 1905. In 1930 
he was appointed Chief Inspector, and has now succeeded 
to his present post. Mr. Curtis was Members’ Prizeman 
in 1902, and Honours Prizeman in 1903 of the Institute 
of Bankers in Scotland. In 1905 he was Essay Prizeman, 
and for several years thereafter acted as Examiner in 
History and Practical Banking. From 1909 to Ig12 
he was lecturer in Banking at the Heriot Watt College. 
In July 1931 he was elected a Member of the Merchant 
Company of Edinburgh. His recreations are golf, photo- 
graphy, motoring and music. 


































Williams Deacon’s Bank. 


As briefly noted a month ago, Mr. Harold Bradburn 
has been appointed a General Manager of the Bank. 
Mr. Bradburn was born in 1873, and educated privately. 
In 1889 he received his first appointment at Manchester, 
and in 1906 he became an Inspector of Branches. In 
1910 he was made Manager at Sheffield, and five years 
later was promoted to be Manager at Manchester. 
In 1927 he was appointed Assistant General Manager. 
Mr. Bradburn is a Fellow of the Institute of Bankers. 
His recreations are golf and billiards. 


International Banking Review 


THE BANK FOR INTERNATIONAL SETTLEMENTS 


T the ordinary meeting of the Bank board, held 
Ac August 3, it was decided to renew for a period 
of three months the Bank’s credit to the Reichsbank, 
and also to carry, for the time being, the credits granted 
to the Austrian National Bank and the Hungarian 
National Bank. The monthly return of the Bank for 
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July 31 shows a considerable all-round decline of 
items, as a result of the withdrawal of deposits by some 
of the central banks, and also in consequence of the 
withdrawal of Treasury balances brought about by the 
Hoover moratorium. 


UNITED STATES 


The European banking troubles have failed so far 
to produce any adverse repercussions upon the American 
banking situation. The number of small failures is 
not excessive. Three small New York banks—the Ameri- 
can Union Bank, Madison International Trust Co., 
and Times Square Trust Co.—suspended payments, 
while four small banks closed in New Jersey. 

After lengthy negotiations, the American banks have 
agreed to accept the same terms as the British banks 
as regards the prolongation of their credits to Germany. 
The amounts of their claims are said to represent about 
60 per cent. of the total external indebtedness of German 
banks. 

FRANCE 

The Banque Frangaise de l’Afrique has suspended 
payments; negotiations for its reconstruction have not so 
far resulted in any agreement. Its liabilities amount to 
some 95,000,000 francs, of which the claims of the French 
colonial authorities represent 35 millions. The Banque 
de l’Afrique Occidentale is taking charge of the bank’s 
colonial branches, so as to safeguard the interest of 
colonial depositors. The bank got into difficulties about 
a year ago, and was reconstructed by the Bauer Marchal 
group. Some months later, when that group had to 
liquidate its banking interests, the Banque Frangaise de 
l'Afrique was once more reconstructed, this time with 
the participation of the French colonial authorities. At 
present, negotiations are still being continued in the hope 
of establishing a further reconstruction. 

An extraordinary meeting of the shareholders of the 
Banque Adam (Société Nouvelle) held at Boulogne-sur- 
Mer, decided to raise the bank’s capital from 40,000,000 
francs to 50,000,000 francs. The new shares are allotted 
to the original company of the Banque Adam, in payment 
for the assets transferred by that company to the new 
company. 
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A group of ten leading banks has been formed by the 
Bank of France, to participate to the extent of 50 per 
cent. in the rediscount arrangement of {25,000,000 
concluded between the Bank of England and the Bank 
of France. The group includes the Crédit Lyonnais, 
Société Générale, Comptoir National d’Escompte, Banque 
National de Crédit, Crédit Industriel et Commercial, 
Banque de Paris et des Pays Bas, Banque de 1|’Union 
Parisienne, Lazard Fréres et Cie, and Rothschild Fréres. 

While most French banks have reduced their London 
balances during the last two months, the Bank of France 
has increased its sterling holdings by purchases in support 
of the exchange during the last week of July and early 
in August. Its holdings of sterling bills are believed 
to have declined considerably, but this decline has been 
more than counteracted by an increase of its sight balances 
in London. 

ITALY 


The Italian banks have remained unaffected by the 
crisis in Central Europe. While before the war there 
was a close connection between German and Italian 
banks, after the war these links were not restored, and the 
extent to which Italian banks are directly involved in 
the German crisis is negligible. Their interests in 
Austria and Hungary are also too small to affect their 
position, while their commitments in Poland, Roumania, 
and the Balkans have not so far been affected by the 
crisis. 

The half-yearly balance sheets of the leading banks 
show a further decline of net earnings to a comparatively 
moderate extent. The Banca Commerciale Italiana 
earned 48-7 million lire during the first half of 1931 
against 54-2 millions during the corresponding period 
of 1930. 

HOLLAND 


The Dutch banks continued to withdraw balances 
from London throughout the month. This was largely 
due to rumours as to their alleged losses in Germany, 
as a result of which some deposits were withdrawn. 
These withdrawals were easily met; one of the banks 
is understood to have paid out the deposits withdrawn 
in gold coins, and this gesture soon restored confidence. 








INTERNATIONAL REVIEW 217 


Some of the Dutch banks, especially those closely 
connected with the Dutch East Indies, kept in their 
own vaults part of the gold withdrawn from London; 
it is assumed that they are keeping the gold bars on 
account of their customers. 

The creditors of the Amstelbank have agreed to 
grant an extension of eighteen months. The Law Court 
of Amsterdam has approved the agreement. 

A small provincial bank, the Berger’s Bank in Venlo, 
in the province of Limburg, suspended payments and 
applied for a moratorium. Its liabilities amount to 
1,400,000 guilder, while its assets are stated to be 1,500,000 
guilder, but of this amount only some 150,000 guilder 
can be realized at present. The bank has suffered losses 
through financing Dutch agricultural exports to Germany. 


SWITZERLAND 


Arrangements have been made for the amalgamation 
of the Union Financiére de Généve and the Comptoir 
d’Escompte de Généve. This step has been decided upon 
in consequence of the recent failure of the Banque de 
Généve, which has caused some uneasiness among de- 
positors. The amalgamation of two of the leading 
banks of the town is calculated to restore confidence. 
New capital of 40,000,000 francs will be introduced, 
of which 10,000,000 francs will be supplied by the private 
banks of Geneva and by the Banque de Dépéts et de 
Crédit, 15,000,000 francs by the Swiss Bank Corporation, 
and 15,000,000 francs by the Crédit Suisse. Each of 
these two banks will appoint two members of the board. 
The bank will probably assume the name of Banque 
de l'Union Financiére de Généve. 

Several Swiss banks have imported gold from London, 
which they are keeping in their own vaults on account 
of their Central European customers, or are having 
coined at the Berne Mint. The Swiss National Bank 
continues to refuse to take gold, and, as a result, the 
Swiss franc remains at a heavy premium in relation 
to every other currency. Some earmarking operations 
have, nevertheless, taken place, as is indicated by the 
increase of the bank’s gold reserve. 
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BELGIUM 


An extraordinary meeting of the shareholders of the 
Banque de Bruxelles has confirmed the board’s decision 
to amalgamate the affiliated banks with the parent 
institute. To that end, 340,000 new shares of 500 francs 
will be issued, and will be given in exchange for the 
shares of the affiliates. The Banque Centrale Anversoise 
will receive 146,000 shares, the Banque Liégeoise et 
Crédit Général Liégeois Réunis 80,000 shares, the Banque 
de Charleroi 22,125 shares, the Banque Gantois de Crédit 
6,876 shares, the Banque de Louvain et de Malines 
6,875 shares, the Banque Centrale de la Lys 18,000 shares, 
the Caisse Commerciale de Roulers 6,250 shares, the 
Crédit Tirlemontois 14,500 shares, the Banque de Bruges 
3,200 shares, the Crédit Central du Hainaut 7,500 shares, 
the Banque de Crédit de Mons 2,500 shares, the Banque 
de la Vesdre 2,150 shares, the Banque d’Ostende et du 
Littoral 6,750 shares, the Banque Industriel et Commercial 
2,150 shares, the Banque du Tournaisis 3,320 shares, 
the Banque d’Alost 2,450 shares, the Banque de Waas 
3,334 shares, the Banque de Hasselt 600 shares, the Banque 
d’Arlon 1,625 shares. At the same time, the bank’s 
share capital will be reduced by an amount equal to its 
holding of shares in the affiliated banks. 


AUSTRIA 


The withdrawal of funds from Austria continued 
throughout the month, and the position of the Austrian 
National Bank has weakened considerably. In spite 
of this, no emergency measures for the closing of banks 
or for the control of exchange transfers have been taken. 
The Government applied to the League to investigate 
the situation. The negotiations for the reopening of the 
Mercurbank have not so far produced any result, but 
hopes are still entertained that the bank will eventually 
be reconstructed. 

The shareholders’ meeting of the Creditanstalt took 
place without any incident. A reorganization committee 
has been appointed by the shareholders, creditors and 
the Government. Its president is Dr. Alfred Guertler ; 
British creditors are represented by Messrs. S. V. Smith 
and F. V. Schuster, while the representative of French 
creditors is Prof. Charles Rist. Mr. van Hengel was 
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appointed consultant of the committee, with the right 
to attend the meetings. 


HUNGARY 


According to the half-yearly statement issued by 
the Hungarian General Credit Bank, the bank has repaid 
the bulk of its foreign credits, and the remainder is 
covered by its foreign balances. The negotiations of the 
Government for the placing of £5,000,000 of Treasury 
bonds were concluded on August 14, and steps were taken 
to remove the restrictions upon banking activity. 


ROUMANIA 


The banking situation in Roumania has developed 
unfavourably during the month under review. The 
Banca Berkovitz, one of the oldest banks of Bucharest, 
has suspended payments. Its liabilities amount to 
about 700 million lei. The bank’s difficulties were 
attributed to the German situation. It is stated that 
the bank would be able to repay its creditors in full 
in the course of three years. Several provincial banks 
have also suspended payments, among others the Eastern 
Bank of Cernauti, the Oradea General Savings Bank, 
and the People’s Bank of Brasov. In order to prevent 
a run on the other banks, a new institution for mutual 
guarantee has been established with a capital of one 
milliard lei. The syndicate consists of the Banca 
Romaneasca, Banca Marmorosch Blank & Co., Banca 
de Credit Roman, Banca Chrissoveloni and Banca 
Moldova. Its securities will be discounted, if necessary, 
by the National Bank, and the Government will guarantee 
its liquidation. 


GREECE 
The net profits of the National Bank of Greece 
for the first half of 1931 amounted to 55,526,000 drachmas. 
The interim dividend has been maintained at 1,000 
drachmas. The Mortgage Bank of Greece has declared 
a dividend of 60 drachmas. 


POLAND 
Generally speaking, Polish banks remained unaffected 
by the crisis. German bank branches in Upper Silesia 
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were affected by the banking situation in Germany, and 
found it difficult to provide means for the financing of 
enterprises depending on them. 

The Industrial Bank of Poland closed the year 1930 
with a net loss of 427,000 zlotys. The shareholders’ 
meeting has decided to reduce the share capital from 
12,000,000 zlotys to 6,600,000 zlotys. 


LITHUANIA 


The German crisis did not affect the banking situation, 
as Lithuanian banks are not dependent to any great 
extent upon German banks. Out of a total share capital 
of 24 million litas, only 1 million is held by German 
banks. The Darmstaedter und Nationalbank holds 25 per 
cent. of the share capital of the Lithuanian Commercial 
Bank. 

LATVIA 

The restrictions imposed upon payments by banks 
have been gradually removed. The Lettische Bank was 
the only bank which continued to pay in full throughout 
the crisis. 

FINLAND 

The Suomens Vineti Pankki, Helsingfors, suspended 
payments. The cause of the failure is said to be un- 
successful investment in real property. British firms 
which recently acquired a controlling interest in the bank 
are the principal creditors. 


DENMARK 


The net profits of the Danish National Bank for the 
business year ended July 31 amounted to 3-7 million 
kroners, which is considerably less than for the previous 
business year. The decline of net profits was due to the 
reduction of the Bank rate and to the liquidity of the 
Danish money market, as a result of which the banks 
did not use their rediscounting facilities with the National 
Bank. 

SPAIN 

The net profits of the Banco del Comercio, Bilbao, 
amounted to 1,588,000 pesetas in 1930, against 1,578,000 
pesetas in 1929. The Banco de Santander earned a 
net profit of 1,265,000 pesetas for 1930, against 1,248,000 
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pesetas in 1929. The Credito Navarro earned a net 
profit of 1,234,000 pesetas in 1930, as compared with 
1,181,000 pesetas in 1929. 


TURKEY 


The German crisis resulted in a run on the Turkish 
branches of the Deutsche Bank and of the Deutsche 
Orientbank. The latter had to suspend payments, but 
was subsequently reopened as a result of support received 
from the Turkish Government and from some of the 
foreign banks operating in Turkey. The Turkish Govern- 
ment paid over to the German banks certain amounts 
which, strictly speaking, only fall due in October. 


EGYPT 
The Cairo and Alexandria branches of the Deutsche 
Orientbank suspended payments as a result of the run 
of depositors. They subsequently reopened on the 
promise that substantial support was forthcoming from 
Germany, but had to close down once more as they were 
unable to obtain the support in good time. 


MEXICO 


There was a run on a number of Mexican banks, 
and the Credito Espanol de Mexico had to suspend 
payments. Following its suspension, there was a run 
on the Banco Nacional de Mexico, but this bank was able 
to meet withdrawals, and confidence has eventually 
been restored. 

CHILE 


Owing to political and financial developments, all 
banks had to close down for a short time, but subse- 
quently they resumed normal activity. 
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American Banking and the 
German Collapse 


By H. Parker Willis 


T will probably be a good while before the precise 
meanings and origins of the financial situation in 
Germany which led to the so-called ‘‘ Hoover plan ”’ 

for a war debt holiday are fully understood. A contri- 
bution to such understanding may, however, be obtained 
from a review of the circumstances surrounding the 
intervention of President Hoover, early in the summer 
of 1931; and it is desirable that the facts, as they have 
gradually been developed during the past few years, be 
studied in their bearings upon the entire situation. 
Such a survey indicates the development of American 
policy with regard to foreign credits, and the reasons 
why an American President, who had previously been 
steadily reluctant to intervene in the financial affairs 
of Europe, should have changed his mind, and have 
begun to lay down projects urged for the unqualified 
acceptance of those who were much nearer to the scene. 

In order to acquire the proper background for the 
study of the events of the summer of 1931, it is needful 
to consider first of all the foreign financial policy of the 
United States Government during the entire decade 
1920-1930. It will be remembered that, when the states 
both of Europe and of South America began, soon after 
the close of the war, to borrow in the American market— 
at first cautiously and on a small scale, then on an in- 
creasing scale—the administration of President Harding 
devoted much time and thought to the position thus 
created. The result was the laying down of a policy 
which included several elements as follows: (1) No 
country should enjoy access to the markets of the 
United States unless it had first of all effected a satis- 
factory settlement of its debts, growing out of the war, 
to the Government of the United States; (2) no country 
should be permitted to borrow for the purpose of pro- 
viding itself with munitions to be used in preparing or 
carrying on war (exceptions being from time to time 
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made as circumstances required); (3) all borrowings 
were to be for an “ economic purpose ”’; (4) the Govern- 
ment of the United States was to be consulted in the 
case of each separate loan, and was to signify its attitude 
with respect thereto, but should not be regarded as 
accepting any responsibility with regard to the securities 
to be issued, even as a result of its approval. This policy 
continued throughout the administrations both of 
President Harding and of President Coolidge (in both of 
which President Hoover was a member), was in effect at 
the time when President Hoover was himself elected to 
the Presidency, and continued in effect up to 1930, when 
a Congressional resolution putting a stop to the practice 
on the part of the Administration, in supervising these 
loans, was adopted. The borrowing movement had, 
however, at the time of this resolution practically ceased. 

Mr. Hoover, then Secretary of Commerce, was, of 
course, well aware of what was going on. Indeed, his 
department furnished the sole official information con- 
cerning the scope of the borrowing movement, and issued 
from time to time bulletins regarding it. The most 
notable of these (called ‘“‘ The Balance of International 
Payments of the United States ’’) was issued annually, 
and indicated an actual absorption by American citizens, 
during the decade in question, amounting to from 
$12,000,000,000 to $14,000,000,000. This great absorp- 
tion of foreign securities was apparently viewed with 
entire complacency by the Department of Commerce, 
and, indeed, by the entire Administration. There can be 
no doubt that the investments thus made, and the 
securities thus admitted to the holdings of American 
investors were thought by the Government at Washington 
to be real additions to national wealth, as to which 
neither control nor warning addressed to issuers or buyers 
was called for. 

The significance of the movement of capital thus 
indicated had, however, not gone unobserved. Many 
had called attention to the dangers involved in the 
transactions. The general criticism thus offered was 
based upon the fact that an international situation was 
being built up in which foreign countries would probably 
find themselves unable to maintain payments. Inasmuch 
as they had a balance of trade with the United States in 
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which they were continuously debtor, while the tariff of 
the United States prevented them from selling within 
American territory more than a limited amount, they 
could easily get into a position of inability to settle, 
unless bankers in the United States should continuously 
finance them by renewals and new loans carried on year 
after year. Mr. Hoover’s only reply to this criticism was 
afforded by his well-known “ triangular trade’”’ theory, 
in which it was assumed that tropical or undeveloped 
countries which sent to the United States materials either 
non-dutiable, or dutiable at low rates, would provide the 
foreign exchange with which the manufacturing countries 
of the West would pay their debts to the United States 
after acquiring control of the necessary claims on the 
United States by selling manufactures to the undeveloped 
countries. Among several difficulties with this view of 
the case, was the fact that the “ undeveloped ” countries, 
such as those of South America, were rapidly falling into 
debt to the United States along with the manufacturing 
states of Europe. 

The truth was, of course, that large fractions of the 
loans which were thus being made by the United States 
ought never to have been made at all. Municipalities, 
states, provinces, and corporations, encouraged by the 
travelling agents sent abroad by American “ bond 
houses,” borrowed in New York for any or no reason 
at all. Large numbers of the loans were for anything 
but “‘ economic purposes,’ in the ordinary senses of 
those terms. Wise foreign statesmen knew the facts in 
the case sufficiently well. Dr. Benés, of Czechoslovakia, 
told would-be borrowers in his own country as far back 
as 1926 that he wished to see a reduction in American 
borrowing, pointing out the difficulty in obtaining 
exchange on New York so long as the tariff of the 
United States remained at its then level. Premier 
Mussolini of Italy took much the same attitude, desiring 
that American capital, if invested in Italy, be applied 
there, not through loans, but through the purchase of 
stocks in Italian companies. Other statesmen enter- 
tained a similar opinion, though not able to enforce 
their views. Dr. Schacht, then head of the German 
Reichsbank, inveighed vigorously against the type of 
loan which many German states and municipalities were 
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placing, precisely on the ground that there was being 
created a heavy annual burden of obligations which 
could not be carried. The movement of capital went on, 
partly under the influence of the stock market and invest- 
ment banking influences always so powerful at Washing- 
ton, which succeeded in keeping the government inactive, 
and partly under the influence of the borrowers abroad who 
were able to induce their rulers not to take any adverse 
measures in the majority of cases. Thus, the immense total 
of foreign bonds sold to American investors was piled up. 

The bonds so placed in the American market did not, 
in the main, go to investors who were of a very dis- 
criminating turn of mind. Country bankers and invest- 
ment institutions bought a good many of them, and 
have suffered accordingly through depreciation and 
“freezing ’’ of assets. Investment trusts have been 
large buyers of such securities. Some have been placed 
with insurance companies and other holders of trust 
funds. On the whole, these purchases are made after 
very inadequate consideration. Few Americans have the 
knowledge of foreign conditions to be sound buyers of 
foreign bonds, and the advisers who ought to have 
safeguarded the interests of such investors utterly failed 
in this aspect of their duty. Some were too busy collecting 
their commissions on new issues, and others were over- 
awed or frightened by the possibility of offending some 
financial interest to take any steps to inform customers 
or those who relied upon them for data. As a consequence 
the “ flyer’’ which the United States took, in foreign 
bonds, simply resulted in tying up a correspondingly 
large share of the assets of those who bought them. The 
time was to come, and that quite early, in which it would 
be impossible to sell the bonds except at a severe loss, 
and out of the question to sell large blocks of them at 
any price. This did not necessarily mean that the bonds 
were generally “ bad,” but simply that the loans were 
being hastily and uneconomically made, and that a long 
time would be necessary for “ digesting”’ them. They 
are to-day a heavy burden. 

Reference has been made to the fact that banks 
themselves, largely in the “ country,”’ bought heavily of 
these bonds. The city banks for the most part did not 
do so, and hence the “ freezing’’ of bank assets that 
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occurred did not go nearly as far as it might. The city 
banks, however, had their own source of trouble. German 
and other European banks had fallen early into the habit 
of making acceptances which were sold in the United 
States, or of inducing American banks to accept for 
them. The volume of such acceptances was already high 
in 1927, when the foreign bond movement was beginning 
to fall off. Many had begun to think that the foreign 
bonds might not be as good as they were represented ; 
others were at last convinced that they, at all events, 
were not liquid. But doubters were assured by govern- 
ment authorities that the acceptances of foreign banks 
on the market were unquestionable, and that their 
liquid character was beyond cavil. The Federal Reserve 
Board, which had been vested by Congress with the duty 
and authority of determining the conditions surrounding 
the making of bankers’ acceptances, practically aban- 
doned the whole conduct of the business to the Federal 
Reserve banks, which in effect meant that they gave it 
into the hands of the larger commercial banks of New 
York and possibly two or three other cities. Houses 
representing German interests in the United States urged 
and pleaded the cause of the German acceptance, and 
travelling speakers went to bankers’ association meetings 
everywhere, for the purpose of pleading the merits of 
the bankers’ acceptance as an element in bank portfolios. 
The banks were slow in purchasing, and for a long time 
were reluctant to hold the paper—rather, however, 
because of its low yield than because of fears of its 
quality. Finally, with the era of very low money rates 
brought about by Federal Reserve policy, they began to 
buy, and the German acceptances (making up a very 
large share of the total of all acceptances afloat) were 
widely purchased and held by banks large and small 
throughout the country. A good many of them were 
bought by Federal Reserve banks for account of their 
foreign banking correspondents, and were then endorsed 
by the Reserve banks upon payment of a small com- 
mission, so that the foreign owners might be sure of 
settlement at maturity whatever happened. Thus a 
holding of German acceptances in the United States, 
chiefly in the hands of banks and amounting to probably 
$600,000,000, was developed. 
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Of course, all this was not only known to the Federal 
Reserve Board, which means to the Treasury Depart- 
ment, but was encouraged and supported by it. The 
Treasury Department, working closely in harmony with 
the President, may properly be supposed to have 
acquainted him with the facts. He was, as noted above, 
thoroughly familiar with the general development of 
long-term credit in the United States, and apparently 
heartily in sympathy with it for reasons already stated. 
So when, in 1928, it began to be observed that very 
large acceptance credits were being made and sold to 
the Reserve banks and to other banks, for the movement 
and storage of unsold goods in Central Europe, it was 
natural that no consideration could be had for the 
dangers of this phenomenon. Although attention was 
repeatedly called to it by critics who noted that the 
growth of these particular credits was evidently to take 
the place of long-term bond credits which had become 
more or less unsaleable in the United States, it proved im- 
possible to concentrate attention on the facts; and even 
at the hearings before the Senate sub-committee on 
Banking in January and February 1931, the whole 
subject was treated as of little or no importance, so far 
as the government and Reserve authorities were con- 
cerned. Thus the making of long-term renewable 
acceptances used for the purpose of providing funds with 
which to carry unsold goods was tacitly sanctioned and 
even encouraged. 

With this record and background for the financial 
policy of the United States as concerns both the bond 
investments of individuals and institutions on the one 
hand and the portfolio investments and holdings of banks 
on the other, it is easy to see how vulnerable the 
Administration had become. It was gradually growing 
evident, from the middle of 1930 onward, that the 
Germans would be obliged either to give up the continued 
payment of reparations or else would have to default 
on their private obligations to American holders. Which 
should it be? The conclusion, from the standpoint of 
the financiers was inevitable, and accordingly during the 
period in question not a few bankers and financial 
“ authorities,’ who in the past had either taken no 
interest in the subject or else had been in favour of 
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‘full payment ”’ by foreign countries, became what is 
called “ cancellationists ’’—persons favouring the can- 
cellation of war debts or, in other words, persons who 
wanted to get back their own money even if the nation 
were unable to collect what was due to it from the 
Allies, who in turn got the money from Germany. It was 
in these circumstances that the Administration felt the 
pressure applied to it in May and June 1931, for the 
establishment of a “ war-debt holiday.” To such 
pressure, it was a foregone conclusion, it must yield, so 
vulnerable had its past financial policy made it. The 
‘“‘ Hoover war debt holiday plan,’’ made public in New 
York on June 20, was the result. It represented a final 
recognition of the fact that American banks were so 
heavily overburdened with German obligations that the 
government thought it best to come to their relief. 

It is quite likely that the “ plan,” if such it may be 
called, would have accomplished its purpose more or 
less, and would really have enabled the Germans to 
meet their obligations had it been resorted to at a much 
earlier date. Coming when it did, it was already far too 
late, since the Germans had been overwhelmed by the 
burden of their own excessive borrowing, added to 
reparations requirements, combined with the bad results 
of the panic, common as the latter were to the world at 
large. For several months past they had, however, 
suffered from a steady withdrawal of American funds 
(all statements to the contrary notwithstanding) through 
the non-renewal of acceptances owing to the secret fears 
which had sprung up in the minds of usually well- 
informed bankers in New York. Altogether, the ‘“‘ Hoover 
plan ”’ was far too late to accomplish the object at which 
it had been aimed, and it consequently fell flat, through 
the necessity of recognizing almost immediately the 
existence of a financial and exchange crisis of first-class 
proportions in Germany, even temporarily relieved, as 
she was, of war-debt payments. The declaration of a 
moratorium and the closing of a large German bank 
which preceded it, the Government subscription of 
300,000,000 reichsmarks to the stock of another large 
German institution, and the whole circle of events which 
has followed is still unfolding itself. In these circum- 
stances, it was evidently necessary as a matter of political 
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logic to follow the original “‘ Hoover plan ”’ with another 
designed to dispose of the short-term credits which were 
held by the banks (chiefly) in the form of acceptances of 
German origin. Hence the project by which Mr. Hoover 
suggested to the London conference on July 21 that that 
conference should do what it must necessarily do— 
recognize the existence of a crisis in Germany calling for 
the funding of short-term credits inasmuch as the latter 
could not be collected at maturity. 

Deliberations carried on by a committee representing 
New York banks and, through them, the banks of the 
country so far as interested in acceptances, have con- 
tinued during the latter days of July and the first week 
of August, and seem likely shortly to come to a con- 
clusion which will provide for the funding and gradual 
repayment of the German obligations now in the hands 
of American and, of course, foreign banks. The result 
will be not, as popularly supposed, the extension of 
short-term credit to Germany (except in so far as the 
arrangements for conversion of marks to dollars may 
incidentally call for such action), but will be a plan for 
the collection of short-term debts due from Germany. 
The ‘‘ Hoover plan ”’ is thus a plan for the collection of 
short-term credits otherwise likely to go to protest, and 
this plan is being worked out by the financial interests 
which were originally permitted to carry the acceptance 
financing project to such great lengths. There was no 
obstacle, so far as the government was concerned, to 
their taking these steps in the beginning, and the govern- 
ment therefore logically looks with favour upon their 
effort to safeguard the situation by the present belated 
measures. No matter how the situation works out, it 
will present two features which must not be ignored: 
(1) The great addition to “frozen” credits in the 
United States furnished by the breaking down of 
German credit, and (2) the shock given to the sound and 
necessary processes of financing European trade by the 
acceptance method. It is evident that American institu- 
tions will be likely, from this time onward, to look 
askance at the whole acceptance idea, and thus a method 
of banking credit extension which has been found extra- 
ordinarily useful when wisely used, will, through excess 
and abuse, have been allowed to impair its own future 

















230 THE BANKER 





prospects of success. Well-known bankers in the United 
States are already asking, more or less publicly, how it 
was that they ever allowed themselves to be drawn into 
the speculative use of acceptances for the financing of 
transactions that were not liquid and, indeed, had still 
to be brought to maturity, and are inferring from this 
that they ought not to have employed the acceptance 
method at all! 

In this, as in other matters growing out of the financial 
side of the war, it is regrettably true that the presence of 
great and suddenly acquired resources in the hands of 
financiers who were ill-qualified to use them has resulted 
in the misapplication of funds to non-banking purposes, 
with the consequence that the world at large has had to 
bear the reflex results in loss and general suffering. The 
relation of the Washington administration and its head 
to the whole matter has been merely that of a bystander 
—first in permitting the entire situation to develop and 
to get out of hand, then in hesitating to intervene until 
the time for successful intervention had passed, and 
finally in proposing a “plan’’ which was merely a 
recognition of what had occurred and was already 
staring the world financial community in the face. The 
ultimate effects of this course of inaction upon the 
banking system of the United States and through it 
upon the banking systems of the world are still to be 
fully developed. They cannot be other than of the most 
serious nature. 


Banking Reviews 
English Reviews. 


ONSIDERABLE attention is naturally paid in the 
i current numbers of the English reviews to the 

Macmillan Report on Finance and Industry, which 
was discussed at length in the August number of our 
journal and again in the present issue. Little more, 
therefore, need be said on the subject here, but it is 
worthy of note that the MIDLAND review for July-August 
gives, ‘without argument or comment,” an excellent 
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summary of the main recommendations of the Committee, 
which should certainly be read by those who are interested 
in the subject and yet have not the leisure to study the 
actual Report. The reviews of BARCLAYS BANK and 
MarTINS Bank, while giving a less complete summary of 
the Committee’s recommendations, draw some interesting 
deductions therefrom ; the most important being that the 
present depression is mainly due to influences of a non- 
monetary character. In the words of MARTINS BANK 
review : ‘If our budgetary position is unsound, and if 
our industries, owing to the level of their costs or for 
other reasons, are unable to compete successfully as they 
used to do in the markets of the world, no manage- 
ment of the terms and quantity of credit will be able to 
maintain our national prosperity.” 

It is with much regret that we find a notice inserted in 
the July issue of MARTINS BANK review that: “ In view 
of the limited interest taken in the circular, the issue will 
be discontinued after the present number.”” Economy is, 
indeed, the order of the day, but surely these bank 
magazines, apart from any advertising value which they 
may possess, fulfil an important function by bringing 
economic facts to the notice of a large section of the 
public, which would not otherwise read anything on the 
subject save the daily press. When it is of vital import- 
ance that the nation should have a clear outlook con- 
cerning banking economics, we feel that it is rather a 
case for expansion than for the contraction of economic 
literature. May not “ the limited interest”? to which 
reference is made be due to the ignorance of the bank’s 
customers that such a review exists ? 

The WESTMINSTER BANK review for July has an 
interesting article entitled “America and Europe,” 
which stresses the extent of the financial international 
interdependence of nations in the world of to-day, and 
gives some illuminating figures of America’s loans to 
other countries. It is shown that America’s financial 
stake in Europe is very great indeed, as the actual war 
debts of European Governments to the American Govern- 
ment amount to about $11,637 millions. Estimates of 
American non-Governmental loans abroad naturally vary 
considerably, but they probably exceed $15,000 millions. 
Of this enormous total about one-third is in South 
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America, and these investments, “ while at first glance 
they may appear to have nothing to do with the 
European aspect of America’s problem, are, in reality, 
very much part of the story. South America is deeply 
depressed, and the position of much of the United States 
investment there is in jeopardy. Why? Mainly because 
European customers cannot buy sufficient of, or cannot 
pay sufficiently remunerative prices for, the products of 
the South American countries.”” The writer proceeds to 
point out that the War Debts moratorium means that a 
definite break has been made in the traditional American 
problem of aloofness from Europe, and he expresses the 
hope that this new-born recognition of American inter- 
dependence with Europe will modify the present high 
tariff policy of Washington and eventually ‘“‘ demand a 
far closer degree of political liaison.” ‘If European 
statesmen will respond to the fervour with which the 
American taxpayer accepted his sacrifice and will 
recognize the very far-reaching implications of the re- 
orientation of thought and policy in the great and 
powerful nation across the Atlantic, then the year’s respite 
may be changed into a permanent reprieve.”’ 

The above article should certainly be read in con- 
junction with an article in the MIDLAND review entitled 
‘““ America : Trader and Creditor. United States Balance 
of Payments in 1930,’ which is based on information 
given in “‘ Trade Information Bulletin No. 761,’’ published 
by the United States Department of Commerce. The 
writer points out “ that fiscal policy, monetary policy and 
foreign policy are all linked together, and that neither 
can be expected to do all it might in the interests of 
human welfare if the performances of another are 
inefficient or definitely antagonistic.”’ 

The same view is stressed by the writer of a short 
article on “‘ The Crisis ’’ in the August number of LLoypDs 
BANK review, who regards Germany’s financial problem 
as fundamentally political. He states that “ the policy 
of political shifts and financial expedients is allowing 
trivial questions to become serious and serious questions 
to become dangerous.”’ 

The main article in this journal is ‘‘ The British 
Readjustment Problem” from the pen of Mr. W. L. 
Hichens. The writer commences with a brief survey of 
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the post-war financial situation and points out that the 
deflation carried out by the restoration of the gold 
standard should have been accompanied by a drastic 
reduction of the national debt and of public expenditure 
and by a reduction of industrial costs to a level which 
was competitive with that of our inflationist rivals. 
Turning to the industrial problem, he shows that while in 
1925 the world export trade was 8 per cent. above that 
of 1913 yet our share of it had decreased from 13-9 per 
cent. to 12:2 per cent.—‘‘ and it has declined steadily 
each year since then,”’ the reason being “ the rigidity of 
our industrial structure.”’ This phrase he interprets as 
meaning that our costs and prices are too high owing to 
(x) our failure to adapt our industrial system to modern 
conditions, and (2) the inelasticity of our wage system. 
What are the remedies? In the opinion of this writer 
(and certainly his arguments are difficult to refute), we 
can hope for little help from Protection; in fact, he 
considers that it will increase the costs in our export 
industries, and, of course, we cannot become “ self- 
contained.”’ ‘‘ The time has come when we must either 
face the painful realities of deflation or abandon ourselves 
to the tempestuous seas of inflation.’”” He points out the 
necessity of sacrifice by all sections of the community, 
and considers that an adequate programme to restore 
order in our national and local finances and to revive our 
export industries could not be carried out by one political 
party alone, but that the emergency is so serious that all 
parties should unite. ‘“ It can be done and it is worth a 
great effort, for our future prosperity is at stake.” 


Foreign Reviews. 


The quarterly report of the SKANDINAVISKA KREDIT- 
AKTIEBOLAGET contains an article by Professor Gustav 
Cassel entitled ‘‘ Disturbances in the World Economy 
owing to Relative Changes in Prices.” In this article 
Professor Cassel discusses in some detail the trend of 
wholesale and retail prices, and the difference between 
the two. He states that “‘ the most salient feature in 
the movement of commodity prices since I913 is the 
increase in the prices of finished articles of consumption 
in relation to the prices of wholesale goods.”’ It is, in 

















234 THE BANKER 

fact, common knowledge that the difference in price 
between the raw article and the finished product has been 
steadily increasing. ‘‘ Whereas in 1926 the cost-of-living 
index exceeded the wholesale price index by 16 per cent., 
the corresponding figure for January I93I was 42 per 
cent.” These figures are quoted by Professor Cassel in 
relation to England, and he gives other figures for 
Sweden, Germany and the United States. He also quotes 
figures for certain classes of commodities, and it is shown 
that there is a greater disparity between the cost-of- 
living index and the price of articles requiring a great 
deal of labour for their finishing (e.g. textiles, boots and 
shoes), than between the cost-of-living index and the 
price of those requiring a limited amount of labour 
(e.g. cereals and dairy produce). 

‘“‘ Had all the costs of production (raw products, etc., 
as well as wages) risen in equal proportions since the 
pre-war period, the prices of the finished articles would 
obviously have risen in the same proportion, in which 
case there would have been no special increase in the 
prices of articles of consumption. The index for those 
goods would have been the same as that for raw 
products.” If, however, wages rise higher proportionally 
than the prices of commodities, then the general result 
must be a rise in prices in goods on which much labour 
has been expended. The fact that much labour is used 
in finally preparing and distributing goods for con- 
sumption causes a large difference between wholesale and 
retail prices. 

Professor Cassel also shows that where workers are 
organized in strong unions wages as a rule are high, and 
the difference between the two prices is greater than 
where the labour involved is unorganized. It is suggested 
in the article that countries producing primary products 
are in a difficult position to-day for the simple reason that 
wages have so increased the costs of the articles they 
wish to import that their total purchasing power is not 
sufficient to buy the manufactured goods. Professor 
Cassel then goes on to consider the subject of rationaliza- 
tion, wages and unemployment, and feels that the 
complete success of rationalization is being defeated by 
uneconomic production fostered by protection. On the 
whole Professor Cassel’s views seem to be in harmony 
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with those of Mr. W. L. Hichens in LLoyps BANK review 
which we have discussed above. 

The HUNGARIAN GENERAL CREDITBANK economic 
report for July contains the report of an interesting trade 
agreement and treaty between Hungary and Austria. 
These two countries before the war formed a convenient 
economic unit; Hungary, supplying the agricultural 
produce and Austria, the manufactured articles, found 
themselves after the war separated with a customs 
barrier between them. A common institution is to be 
established which will facilitate export by means of 
credits so that Hungary will supply a certain quantity of 
Austria’s need for cereals and animal produce whilst 
Austria will furnish Hungary with various manufactured 
articles such as paper, timber, textiles, metal and iron 
goods. It is stated in the review that the agreement is 
not yet published, but great hopes are expected from it. 
Negotiations are also proceeding on similar lines with 
Italy, and will shortly be opened with Germany and 
Czechoslovakia. 

Whilst all the Foreign reviews contain references to 
the financial and economic crisis in Europe and the 
effect in their particular countries, it is interesting to 
note that the effect in Czechoslovakia as expressed in the 
bulletin of THE NATIONAL BANK OF CZECHOSLOVAKIA 
has been only slight. Unemployment has also decreased ; 
surely this must be one of the few countries in the world 
where such a fact can be recorded. ‘‘ The total economic 
development continued to show a comparatively high 
resistance with the improvement in seasonal trades; 
however, the influence on the uncertain international 
position, which, if it lasted, would specially affect foreign 
trade, must not be ignored.” 

The NATIONAL City BANK OF NEw YorK review for 
July contains a long account of the position arising from 
President Hoover’s proposal regarding war debts, and 
also the crisis in general which has already been fully 
discussed in this journal. With regard to the general 
business situation it is stated that, “‘ Beginnings of 
commodity market improvement had appeared even 
before the President’s announcement, prices having 
made their lows in the forepart of the month. Thereafter 
all the weekly price index numbers turned upwards, 
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some advancing for three consecutive weeks.”’ Touching 
the wheat situation the writer says, “ It is not unlikely 
that the United States later on will be in a preferred 
position in wheat, with a good crop here and substantial 
reductions abroad, due to the serious drought in Western 
Canada, decreased production in the Danube basin, and 
expected decreases in the Southern Hemisphere; but the 
prospective Russian export surplus is still an unknown 
factor.” 

The railways in the United States seem to be in as 
difficult a position as those in this country. The number 
of employees has been reduced to the lowest level in 
recent years. ‘“‘ It is no answer to the appeal for more 
railroad revenues to say that the public cannot afford to 
pay them. Since the service is indispensable the country 
can afford to pay whatever it costs, and as long as there 
is assurance that management is able, and keeps rates as 
low as possible, industry should adjust itself to the cost 
of transportation rather than demand that those costs 
be adjusted to its own ability to pay.’”’ It is somewhat 
difficult to comment on such statements when the local 
conditions are unknown. Assuming that there is good 
and cheap road transport, as there is in this country, 
why should industries adjust themselves to rail transport 
costs when the same service can be more cheaply rendered 
by road transport ? 

The GUARANTY survey for July gives an extremely 
good and concise account of the causes of the German 
crisis and the steps which led up to President Hoover’s 
moratorium. Regarding conditions in the United States 
the writer states, ‘‘ Recent events have, however, made 
it appear more probable than ever that the United States 
will be among the first countries to show signs of business 
recovery, and that such improvement as may be shown 
in the early future will contribute in a very important 
degree to revival abroad.” We feel that this is probably 
true, but it will depend a good deal on the United States’ 
future fiscal policy. Their ability to export depends on 
other nations being able to send their goods to the 
United States and this, at the present time, is rendered 
difficult by the high tariff. 

The DEUTSCHE BANK UND DISCONTO GESELLSCHAFT 
report on the economic conditions in Germany, dated 
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July 31, 1931, deals with the crisis from the German point 
of view. The writer gives a warning, as it were, that 
“ The efforts of industry will be directed all the more to 
forcing increased sales in foreign markets at the cost of 
cutting prices.’”’ Germany will not be actuated in so 
doing by the desire of conquering the world market, but 
by the necessity of having to replace her gold stocks 
and the capital which she has lost so unexpectedly. 
Large export surpluses must be built up at any cost. 
Finally, “‘ The whole of German trade must base itself 
on a lower level of costs, prices, income and public 
expenditure. Only in this way will success attend the 
policy of self-help, to which the latent events so urgently 
point the way.” 





Books 


THE WoRLD EcONoMmIc CRISIS, 1929-1931. By PAUL 
Ertnzic. (Macmillan and Co., 7s. 6d. net.) 

In the belief, with which we wholeheartedly agree, 
that everyone ought to know and understand something 
of the economic upheaval that has been shaking the 
foundations of civilization during the last few years 
in order to contribute his share towards righting the 
wrong, Dr. Paul Einzig, in ‘““‘ The World Economic Crisis, 
1929-1931,” aims at explaining its history and its causes, 
in simple language, unencumbered by statistical tables 
or abstruse mathematical problems, so that he who 
runs may read. After setting forth the various factors, 
each of which has contributed its quota to the trouble, 
Dr. Einzig endeavours to hold the balance between the 
different economic theories as to their responsibilities. 
Here and there, however, he himself seems to fall into 
the error of which he accuses others, and lays too much 
stress on this or that point and too little on others so 
that there is much that might be argued at length did 
space permit. Has, for instance, the development of 
agricultural machinery produced so great an increase 
in agricultural output and played so big a part as he 
maintains; was the Wall Street gamble so largely 
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responsible as he avers? Nevertheless, whether he is 
right or wrong on these points he has performed a useful 
task which will enable the reader to appreciate the 
profound difficulties through which the world is passing 
and should provide him with much food for thought. 
But two points, unfortunately, militate against the 
full achievement of Dr. Einzig’s purpose. In the first 
place he appears to have completed his work in May 
before the climax of the crisis, with the many important 
lessons'it has taught us, was reached. Secondly, 7s. 6d. 
seems an unnecessarily high price for the publishers to set 
upon so small a book which, all told, only runs into some 
hundred and sixty pages, and is designed primarily to 
reach the man in the street. 


HANDBOOK OF NEw YorK City Banks. Edited by 
F. EpmMonpDs Tync, Jr. (London General Press, 
30s. per year (4 Editions), single copy Ios.) 


Ow1ncG to the frequent changes in banking in general 
and in American banking in particular, the annual 
editions of banking directories are to some extent out of 
date by the time they reach the public. The publication 
of a banking directory four times a year is, therefore, a 
welcome enterprise. It is to be regretted that the book 
is confined to New York banks only, though it appears 
possible that, should the publication prove popular, it 
may be extended to cover a wider field. As it stands, it 
is an extremely useful handbook, giving more particulars 
about the New York banks than any other banking 
directory. It gives a brief history of the evolution of 
each bank, and compares their latest figures with the 
corresponding data of previous years. 


COMBINES AND RATIONALIZATION IN GERMANY, 1924- 
1928. By D. WarrINER (P. S. King & Son, 
tos. 6d.) 


ALTHOUGH the world crisis has shifted the question of 
rationalization into the background, interest in the 
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subject is likely to revive during the period of recovery. 
Dr. Warriner’s book is an interesting contribution to the 
literature on the German experiment. It is to be regretted 
that he does not go beyond 1928, and that he does not 
devote closer attention to the rdle played by banks in 
the rationalization of German industries. 


PUBLICATIONS RECEIVED. 


BILLs, CHEQUES AND Notes. By J. A. SLATER. Fifth 
Edition by L. LE MArcHAnT Minty. (Sir Isaac 
Pitman and Sons, 5s. net.) 

PRACTICAL DIRECTORSHIP. By HENRY E. COLESWORTHY. 
Second Edition. (Sir Isaac Pitman and Sons, 
ros. 6d. net.) 

SLATER’S MERCANTILE Law. Seventh Edition. By 
R. W. Hoititanp and R. H. CopE HOLLanp. 
(Sir Isaac Pitman and Sons, 7s. 6d. net.) 

THE ACCOUNTS OF EXECUTORS, ADMINISTRATORS AND 
TrusTEES. By W. B. Puittips, F.C.A. Sixth 
Edition. (Sir Isaac Pitman and Sons, 5s. net.) 


THE ‘‘ IDEAL’”’ INTEREST TABLES. 4% to 6 per cent., 
with Supplementary Tables for 34, 32, 4, 44, 63 
and 7 per cent. By J. Gatti INGLIS. (Gall and 
Inglis, 7s. 6d. net.) 

THE AUSTRALIAN Economy. By D. B. COPLAND. 
(London : The Australian Book Co., 2s. 6d. net.) 

BuDGET ContTROL. An Introduction to the Financial 
System of New South Wales. By F. A. BLAND. 
(London : The Australian Book Co., 3s. 6d. net.) 

THE AUSTRIAN YEAR Book, 1931. Edited by the 
Austrian Federal Press Department. Third 
Edition. Vienna, 1931. 
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Table I GOLD HOLDINGS op=N 


(IN MILLIONS OF £) | 
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| GERMANY 
ENGLAND) U.S.A. | FRANCE | BeLGtuM | NETHER: penmMaRK| NORWAY | SWEDEN ] RUSSIA 
A} | wont | ates 
1928 : 
JANUARY... | 154-7 577:0 145-9 21-0 33-9 10-0 8-1 | 12-7 91:3 4 | 20-0 
APRIL 157-4 564°8 145-9 21-7 35-9 10-0 8-1 12-8 95-9 4g} 19°2 
JULY ; 173-2 533-2 236-7 22-9 35-9 10-0 8-1 12:7 | 103-1 = gg 175 
OcTOBER .. | 165-1 539-3 247°3 23-1 35-9 9-5 8-1 13-1 | 121°2 4.9) 15°7 
1929 
JANUARY .. | 154-2 540-8 | 263-1 25-8 35°9 9°5 8-1 13:0 | 133-6 | 49 189 
APRIL .. | 155°8 570°2 | 275°3 26-0 34-9 9-5 8-1 12-9 | 126-3 6 19°0 
JULY .. | 1544 596-3 295-2 28-8 36-7 9:5 8-1 12-9 97°6 | 4-9 201 
OcTOBER .. | 131-7 619-0 320-2 29°3 36-6 9°5 8-1 13-3 | 108°3 | 73 29-2 
1930 } } 
JANUARY .. 150°5 601-9 341-8 33-6 7-0 9-5 8-1 13-5 | 111°8 7-3 30°2 
APRIL .. 156-2 620-9 341-0 33-8 35-7 9-5 8-1 13-4 | 124-5 | 7-3 33-2 
JULY -.  156°3 615-1 355-6 34-3 35°7 9-5 8-1 13-3 128-2 | 73 417 
AUGUST .. 152-6 608-5 370°8 34-5 32-3 9-5 8-1 13°4 128-2 | 7-3 $8°0 
SEPTEMBER 154-5 603-0 382-2 34-6 32-3 9-5 8-1 13°3 128-2 , 73 51°2 
OCTOBER... 155-6 611-0 395°3 36-2 2°7 9-5 8-1 13°83 119°6 | 7-3 51°2 
NOVEMBER 160-4 616°3 411-4 37-0 35-2 9°5 8-1 13-3 | 106-7 10-8 51-1 
DECEMBER 1546 618-1 421°5 37-1 35-2 9-5 8-1 13°3 107°2 | 10-9 0-1 
1931 
JANUARY .. 145-9 604-3 432-6 39-2 35-2 9-5 8-1 13-3 | 108-5 , 10-9 5171 
FEBRUARY 140-4 632-1 447-9 39-6 36-0 9°5 8-1 13-2 | 109-8 | 10-2 /51°1 
March .. | 140°9 635-8 451°5 40°5 36°8 9-5 8-1 13-2 | 111-9 | 10-2 /51-1 
APRIL .. | 144°5 640-1 451°6 41-1 36-8 95 | 8&1 13° 114-7 | 102 /53°2 
May at 147°5 651°8 447°8 41°3 37°2 9°5 81 13°2 116-0 | 10°2 }53°3 
JUNE .. | 151-9 669-7 450°3 41-4 37-2 9-5 8-1 13-2 | 112-6 127 [53°8 
JULY -- | 163+3 701°] 452°7 41-0 41-1 9-5 | 81 13-1 69°6 | 5-7 [537 
Aveust ... 33°5 704°6 471-4 | 44-7 49:8 8:1 13-1 | 66-8 | 49/549. 


» The figures are taken from the first returns of the month, except those fot ‘Dmé 
* Excluding a small amount held in the Banking Department. 
* Gold and silver holdings. 


Table II CREDIT AND CURRENCY (millions of £) 


1 : seg 2 
CLEARING BANKS BANK OF ENGLAND 























| 
i 
? = ery Rw > | 
Other Deposits Government 4 | 
| : Securities 3 Notes i 
Deposits Cash Advances | in Banking | Reserve | (j,OtCS iM | 
| Total Bankers’ Depart- sie 
| ota Balances ment 
} | 
1928 | ] 
JANUARY .. 1,747°2 197-6 923-0 112-9 _ 39-9 38-7 371°5 | 
APRIL oe 1,690-3 187°4 933-1 96-6 — 32°2 42-9 373°2 | 
JULY os 1,748°9 | 193-2 | 932-0 111°3 _ 29°8 58°3 376°2 
OCTOBER .. 1,752°7 192-4 | 937-9 101-2 _ 36°4 52°6 370°1 | 
1929 | 
JANUARY .. | 1,809°3 198-0 | 956-1 105-0 67-6 55-1 49-8 | 363°9 | | 
APRIL we 1,743°2 188-5 | 985-8 | 99-0 62-6 51-2 55°3 360°4 
JULY ee 1,778°2 189°9 985-9 101°9 65-0 47°3 43-2 368-9 
OCTOBER .. 1,764°5 189-2 973'7 | 101-4 63-6 72°2 31-4 360°7 
1930 | 
JANUARY 1,767°5 192-0 969-1 111-8 75°5 64-9 53-5 355°8 
APRIL an 1,712°0 187:2 | 968:2 101-7 65°2 57-1 60-6 359-8 | 
JULY 1,749-0 191-2 950-4 107-0 70°3 52-4 49°8 365-0 
AUGUST . 1,767-2 188-0 934°3 96-3 63-0 51-9 47°9 365-8 | 
SEPTEMBER 1,763-9 186°4 | 926-8 100-2 66-0 43-4 56-2 | 359°5 
OCTOBER .. 1,791-°0 188-7 922-3 95-9 61-0 42°2 60°6 | 357-2 | 
NOVEMBER.. 1,800°5 188-8 918-7 92-2 57°8 34°9 64-3 354-2 | 
DECEMBER .. 1,838-9 204°3 | 912-é 115°6 81-4 59-2 | 41°6 368:9 | 
1931 | | | 
JANUARY .. 1,835-9 194°6 907-4 | 97°7 64°4 48-8 51-4 351°7 | 
FEBRUARY .. 1,781°9 187°0 | 908-1 93°6 60-1 38-0 53-4 347°1 | 
MARCH 1,726°0 180-7 919-5 94°3 60-8 30°3 52-6 | 849-3 
APRIL ‘ 1,692°1 175-4 923-8 91°9 56°6 32°0 51°9 353°7 
May “ 1,699°8 176°3 917°9 92-4 58-1 33-3 55°5 353°9 
JUNE ee | 1,744°4 184-3 906-6 102-3 68°7 | 33-2 63-8 | 353-9 
JULY re 1,750°3 180-7 | 896-7 103-1 69°3 36°3 56°3 358-1 
* Average weekly balances, nine banks. * Average of four or five weekly returns. * The figures prior to 


amalgamation of note issues (Nov. 22, 1928) are not com: ble with those succeeding. (See “ A Banker's 
eet. Dec. 1928 issue.) * Prior to November 1928, “adjusted” total of bank-note and currency note 
circulations, | 








STATISTICAL TABLES 241 


= - 22 ——g=eser tes queaeeeaiaaae as 
INGS gpENTRAL BANKS} Table I—cont. 






























































OF £) 
GERMANY 3 | | | ARGENTINA 
—— oo lp z CZECHO. 7eTpP ea > SWITZER- -_ ,|— iranian 
RUSSIA | POLAND | cy‘GOwa ya} AUSTRIA |HUNGARY] ITALY LAND SPAIN JAPAN MeaRERY renee 
val Abra | Office | la Nacion 
{ eee ee ae | d 
< —— asi _— > at se i = asi | scien oo, | 
+3 49 | 20-0 12-1 6°7 2-4 7:1 49-2 19-5 103-2 108-8 96-8 
9 4.9 )19°2 13-0 6°8 3°4 7-1 51-2 17-1 103-4 108-9 99-0 
+] 4g 175 13°9 69 | 3:4 71 53-3 17°7 103-4 108-9 107-2 
+2 43 15°7 14:0 7s 4:9 71 54-6 18-6 103-4 108-9 97-9 
| | 
6 4-9 18°9 14°3 7°3 4-9 7°2 54°6 20-5 101°5 108-8 | 105-2 | 
3 69 19-0 14°4 7°3 4:9 7°3 55-4 19-1 101-5 109-0 | 96-1 
6 4-9 20°1 14°5 7°3 4°9 6°3 55-8 19-7 101-6 108-8 92-1 
+3 7-3 20°2 15-7 7°5 4°9 5°8 56-0 21:1 101-7 108-8 90-0 
+8 7-3 30-2 16° 7°7 49 | 5:8 56-1 23-6 101-7 107-3 | 87-9 1:3 
5 73 33°2 16°2 77 4:9 5:8 56°3 22°2 97-9 91:7 | 87-9 1:3 
+2 7-3 41°7 16-2 8-0 4°9 | 5-8 56-3 22-9 98-0 90-2 | 87-9 1-3 
+2 7.3 48-0 16-2 8-6 4°9 } 5:8 56°5 24-2 98-0 88:9 | 87:9 1:3 
2 7-3 51-2 16°2 8-6 6-2 5-8 56-6 25-4 98-1 88-9 87-9 1:3 
+6 7-3 512 13-0 8-7 6-2 5-8 57-2 25-4 98-2 85-1 87°3 0-9 
37 10-8 51°1 13-0 9-2 6-2 5°8 57-2 26-7 98-3 84-2 | 85°5 0:3 
+2 | 9-9 50-1 13-0 9-4 6-2 5-8 57-3 26-6 97-6 84-8 | 84:5 | 0-3 
| 
13-0 9-4 | 6:2 5°8 57°3 28-4 96°7 85-4 81-5 0:3 
13°0 9°4 6:2 5°8 57°3 26-0 95°8 85-5 80°4 0°3 
13-0 9-4 6-2 5°3 57-4 25°5 95:8 85-3 77°4 0-4 
13-0 9-4 6°2 4°5 57-4 25-5 96-0 85-9 67-5 0-3 
13-1 9°4 6°% 4:0 57°5 | 25°65 96-1 86-6 66°9 
13-1 9°4 6°2 4:0 57°5 25-9 96-1 86-8 64-7 
13°3 9-4 62 | 4-0 58-1 33-4 96°3 87°3 
9 | 19:2 | 9-3 |! 6:2 1 38 | ; 47:2 | 90-2 | 84-7 | s ; 
nmark, Argentina and Japan, which represent the gold holdings at the end of the month. 
Table III GOLD MOVEMENTS 
- A UNITED KINGDOM UNITED STATES 
: | | oe | TRANS. 
4 Net Net | Net |VAAL GOLD 
sin | | Influx (+) Imports Exports = (+) Imports | Exports ers os Bap Lape 
tion | or Efflux (—) Exports (—) Exports (—) | fine ounce 
/ _ | millions _| £ millions | £ millions” |_£ millions | $ millions $ millions | $ millions £ millions 
1928 
5 JANUARY .. + 3:9 4-1 2-2 | > 1:9 38-3 52-1 —13°8 3-6 
9 APRIL ee + 2-4 2-4 “6 { + 1°8 5:3 | 96-5 —91°2 3°5 
3 | JULY oo | + 21 4-9 1:9 | + 3-0 10-3 74-2 —63-9 3°7 
1 | OcropeR ..{ — 5:2 | 3-3 94 | — 6: 14-3 1-0 +13°3 3:8 
1929 | 
9 JANUARY .. — +2 2-4 5°7 ;} — 3°3 48°6 1:4 +47°2 3°7 
4 | APRIL + 4:7 3°3 “8 | + 2°5 24°7 1°6 +23°1 3°7 
9 | JULY os —14°3 4°6 20-6 —16-0 35°5 8 +34°7 3°8 
7 OCTOBER .. | + 1:3 5:9 5-5 + °4 21°3 3°8 +17°5 3°38 
1930 | 
8 JANUARY .. +40 | 86 3°3 + 5:3 12:9 | 8:9 | + 4:0 3°8 
8 APRIL + 6:6 | 8-8 3:0 + 5:8 65°38 | 0-1 +65°7 3°7 
o | JULY — 3°8 5-1 8-3 — 3:2 21-9 42-5 —20°6 3°9 
8 AUGUST .. + 2°3 5:0 4°4 + 0°6 19-7 39°3 —19°6 3°9 
5 SEPTEMBER “= 4°6 4-2 + 0°4 13°7 ag+d + 2°6 3°38 
2 OctopER .. | + 4:8 9-3 71 + 2-2 35-6 9-3 +26°3 3-9 
2 NOVEMBER — 5:0 8°5 8-9 — 0-4 40°2 5-0 +35°2 3°8 
9 DECEMBER =—so | 8-9 16-1 — 7°2 32°38 | _ +32°8 3°9 
1931 | 
- JANUARY .. | — 7:5 | 7:3 16-2 — 8-9 34-4 | _ +34°4 3-9 
1 FEBRUARY + 0°6 6-4 5-9 + 0°5 16:1 _ +16°1 3°6 
3 MarkcH .. | + 2°5 ; = 3-4 + 1:3 25-7 _ +25-7 3-9 
: APRIL + 2-7 | 5-9 0-9 + 5-0 49°5 — +49°5 3°7 
9 May oo | +47 | 48 0-3 + 4:0 50°38 0-6 +49°7 3-9 
9 JUNE +98 | 13-3 | 2-6 +11-2 | | 3°8 
1 JULY “81-7 | 10-0 36-8 —26-9 3-9 
{ 
r to 
er’s 


10te 
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Table IV 
| LONDON 
| Discount Rates Treasury Bills 
Week ending | Bank Rate | be aan aoe | ‘Sect res _ | ; 
Fes ~ ay ae | Bank Bills | "Bills © | Weekly Tender | Amount | Amount 
|™ *| $8 months 8 months Rate | Offered Applied for 
| | 
| Percent. Percent. | Percent. Per cent, Per cent. | £ millions | £'millions | 
ee a oe Se | | oe 
£8 d. | 
1931 / 
APRIL o 3 2% pars 3% |} 212 3-58 40 | 58-0 
~ 11 3 2h | 233 34 | 211 6-46 | 35 | 48:9 
* 18 3 2% 2H 3t |} 210 11-94 | 35 56°5 
- 25 3 1# 2% 3t 210 11°33 | 40 | 85-1 
May 2 | 3 2h HH 34 210 11°94 | 35 78°2 
oo 9 3 1 2 3 |} 2 511-07 | 35 | 599 
- 16 23 2h 2+ 2 |; 2 2 7-99 35 | 58°3 
an 23 2+ 1t 2a | 2} 1 19 11-95 35 | 42-4 
‘a 30 | 2 133 2% | 22 | 21 9-45 | 45 59-2 
JUNE 6 | 24 1% 24 2} | 2 3 7°89 45 56°2 
e 13 23 142 2% 23 |} 2 2 11-59 36 56:9 
pm 20 | 23 14 Qe | 23 | 2 1 11-22 40 | 658-4 
o 27 | 2+ 1} ly; 23 | 119 9-87 40 |} 68-2 
JULY + | 24 1%3 1%? 23 118 3°45 40 | 80-0 
- 11 24 | 13 133 | 23 1 20 2°67 | 40 | 66°8 
pi 18 24 1# 28% | 23 2 7 5°17 40 49-2 
ae 25 3 2% | 36% 3+ 3 8 11-61 45 47°4 
AUGUST 1 4 3% 3% | 44 4 6 6-72 40 | 60°5 
os 8 43 38 4h | 42 |} 4 5 9-5 | 35 49-3 
| | ) ! 
All figures given above, except thon T 
| 
Table V FOREIGN 
DAILY ; 
NEW YORK) MONTREAL PARIS | BRUSSELS | MILAN ZURICH. | MADRID | 
Stog | gtoe | Frtog | Belgato£ | Liretok | Friok P'tas to £ | 
| | | | 
Soares — Se a tare a | = “7 
PAR OF EXCHANGE... .. 4804 | e864 | 122i | 35°00 } 92°46 25°2275 25°2215 
— - ee ee — a se “Tt | 
1928 | | 
JANUARY ° ee 4°8758 4°8848 124-00 34°963 | 92-17 | 25-302 | 28-504 | 
APRIL ° ee 4°8821 | 4°8805 124-01 34-953 92-53 | 25°332 | 29-118 | 
JULY .. oe -- | 4°8644 4°8745 124-18 34-979 92-81 | 25°255 | 29-511 
OCTOBER 4°8498 | 4-8506 | 124-14 34°895 92°61 25-200 29-970 
| | | 
1929 | 
JANUARY 4°8503 4°8619 124-08 34-898 | 92°67 | 25-207 29-751 | 
APRIL 4°8534 | 4°8887 | 124-21 34-950 92-70 | 26-215 32-928 | 
JULY . 4°8511 | 4°8766 | 123-88 34°911 92-74 | 25-219 33-451 | 
OCTOBER 4°8698 | 4°9243 | 123-89 34-874 | 92-99 | 25-176 33-586 | 
| | | ' 
| | 
1930 | 
JANUARY ee ee 4°8697 | 4-9222 | 123-91 | 34-947 | 93°05 | 25-162 | 37-017 
APRIL ee ee 4°8635 4°8654 | 124-11 34-842 | 92-777 | 25-095 | 38-946 
JULY .. oe -» | 4°8656 4°8622 | 123-67 34-810 | 92°879 | 25-044 42-203 | 
AUGUST... ee 4°8707 4°8658 | 123-81 34°831 | 92-980 | 25-047 44°7 
SEPTEMBER -. | 4°8614 4°8558 | 123-77 34-854 | 92-829 | 25-048 | 45-307 ) 
OCTOBER.. ee ee 4°8591 4°8536 | 123°85 34-845 | 92-804 | 25-020 | 47 141 
NOVEMBER ++ | 4°8565 | 4°8513 123-65 34-829 | 92-781 25-049 43-075 
DECEMBER | 4°8534 | 4-°8610 | 123-60 34°772 | 92-723 | 25-038 45-179 
1931 | | | } 
JANUARY ee +» | 4°8551 | 4°8645 123-81 84-815 | 92-739 | 25-076 46-640 
FEBRUARY ee oe 4°8586 | 4°8591 | 123-94 34°845 | 92°807 | 25-180 47-658 | 
MARCH .. ° +» | 4°8584 | 4-8590 | 124-16 34-879 92-742 | 25-246 45+298 
APRIL .. ee e- | 4°8599 4°8621 | 124-28 34-950 | 92°815 | 25-235 47-015 
May ‘ - | 4°8641 | 4°8666 | 124-34 34-956 92-910 | 25-220 | 48-840 | 
JUNE ° 4°8649 | 4°8775 | 124-23 34:940 | 92-937 | 25-078 | 50°516 | 
JULY ° | 4°8566 | 4°8729 | 123-82 34-818 | 92-865 24-994 | 562-018 |_| 
| | — —~ 





1 The old parity of 25-2215 al 
2 The old parity of 25-2215 al 
3 Berne until November 19. B 
4 Average Oct. 1 to Oct. 
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MONEY’ RATES Table IV—cont. 
NEW YORK | PARIS | BERLIN AMSTERDAM 
| | | | 
| | Market | } Market | Market Market 
} ; Bank Rate Discount | Call Money | Bank Rate | Discount Bank Rate Discount Bank Rate Discount 
«i | | } Rate | Rate | Rate Rate 
| 
lions | Per cent. Per cent. Per cent. Per cent. Per cent. Percent. | Percent. Per cent. Per cent. 
———E— — — — — cea —_ a = 
| | | | 
| | 
0 2 | lk | 2 lf 5 || (48 2} li 
“9 2 l%& | 13 2 | l*® 5 | 43 2+ 1 
“5 | 2 1 tf | 1 2 | 1% 5 | 45 2t 1 
“1s 2 1 | 14 2 | 1} 5 } it 24 | 1 
2 2 | lik | 1¢ 2 1¢ 5 | 4 24 | 1% 
9 = 7 1% 14 2 1¢ 5 4% 2+ 18 
3 | 1} 1t 1# 2 | 1# | 5 45 Qi: lye 
4 1} tt 1¢ 2 | 14 5 43 2 | 1gh 
+2 14 t | 1¢ 2 1; 5 43 2 1k 
2 if | # 14 2 14 5 433 2 l& 
9 1 1¢ 2 1¢ 5% 5 2 12; 
+4 14 | i it 2 1} 7 7 2 i 
2 1} 14 2 1t 7 7 2 | 
+0 1¢ | t 1} 2 1# 7 7 2 tt 
8 14 14 2 1} | 7 7 2 a3 
2 4 | # 1} 2 zy | 68 - 2 if 
+4 14 i 14 2 145 10 —_ 2 132 
5 1¢ 14 2 1} 10%? — 2 1g 
3 1¢ | # 1 2 133 15 — 2 133 
cept those Treasury Bills, are averages of daily rates, 
pene EXCHANGES Table V—cont. 
DAILY | AVERAGES 
=——y = he TS GE a a ST EL POT NN 
RID AMSTERDAM BERLIN | PRAGUE | WARSAW |STOCKHOLM|; BOMBAY | KOBE | pee | er Ss 
| | | JANEIR iS 
sto£ Fl. to £ Rmk. to £ Kronen to £ | Zloty to £ Kr.to£ | d.per Rupee | d. per Yen. d. per | d. per 
eed wes BBR CRE oe ah faih, ___|_Milreis. | Gold Peso. 
2215 12°107 20°43 | t6g¢25 | 43°38 | 18°159 | 8 2g°58 | 58997 | 47°619 
a | nes a Sse, ee a ‘ eater - ae Se = 
504 12-087 20-461 | 164-49 | 43-505 18-138 18-09 23:10 | 5:918 | 47°83 
118 12-111 20-412 164-71 43-505 | 18-184 18:00 | 23°47 5°923 | 47:81 
611 12-084 20-384 164-12 | 43-500 | 18-161 17°91 22-65 | 5902 | 47:43 
970 | | 12-096 20-364 163°63 | 43-313 | 18-1388 | 18°06 | 22°88 | 5-918 47°34 
| | | | | | 
| | | | | | | 
| | ] } 
‘751 j 12-091 | 20-°402 | 163-83 43-313 18-138 | 18:06 22°55 | 6-905 | 47-41 
‘928 } 12-090 20-475 163°89 | 43°313 18-173 | 17°96 | 22:08 | 5:869 | 47-28 
451 12-086 20-359 163-87 | 43-308 18-098 17°82 | 22-54 5°873 | 47°23 
‘586 12-098 20-397 164°42 | 43-418 18-141 17-87 | «23°58 =| 5-860 | 46°82 
| | | | 
‘017 | 12-102 20-387 164-56 43-398 | 18:186 | 17°93 | 24-25 5°525 | 45-04 
946 | | 12-098 20°375 | 164:17 | 43:416 | 18-092 17°86 24°38 5-743 | 43-71 
203 12-093 20°383 | 164-06 43-382 | 18-097 | 17°82 | 24°39 5-368 40-50 
788 12-089 20-388 164-18 43-413 | 18-112 17:79 | 24°37 4°877 40-66 
‘307 12-067 | 20-407 163-82 43-376 18-093 17°79 | 24°41 4-980 | 40°37 
‘141 12-061 | 20°412 163-78 43-375 18-095 | 17°82 24-52 (5-119 | 38-49 
‘075 12-082 | 20-380 163-79 43-371 18-101 | 17°79 | 24°50 | 4°845 | 38-65 
‘179 12-061 20°369 | 163-70 43-352 18-104 | 17°78 | 24°53 | 4°726 37°39 
| | | | | 
+640 12-066 20-419 163-91 | 43-312 18:1388 | 17-78 | 24:48 | 4-461 | 34-49 
+658 12-104 20-438 | 164-08 | 43°375 18-149 17°78 | 24°45 | 4°255 35-60 
+298 12-110 20-406 163-94 43°375 18-143 | 17°88 24-41 3°883 38-60 
‘015 12-106 | 20-409 | 164-06 43°375 18-148 | 17°85 24°41 | 3-618 37°68 
840 } 12-103 | 20-433 164-12 43°375 18-143 17-86 24-41 | 3-330 | 34-91 
+516 12-088 | 20-497 164-19 43-375 18-143 17°85 | 24-39 | 3°730 | 34°72 
*018 | | 12-056 | 20°967 | 164-01 | 43-412 18°145 | 17°81 24-40 | 3°579 | 33°61 
» | } } | 
95-2215 abandoned as from June 25, 1928. 
25-2215 W abandoned as from December 22, 1927. 
mber 19%. 


to Oct. 4 Banks closed during remainder of month. 
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Table VI BRITISH TRADE 


COAL PIG-IRON (1) 


STEEL (1) | 
Exports 


Production (including Number of 


Production Production | 





Coke) oe in | 
Millions of Millions of at end of Thousands of Thousands of | } 
Tons | Tons month Tons Tons | | 
1928 
JANUARY .. oe ee e< oe 21-5 4°3 148 560 626 
APRIL es ee ee oe ee 18-2 4-0 149 | 563 644 
JULY es oe oe oe ee 18:1 4°5 131 538 667 | 
OCTOBER .. “e - ee es 21-1 5-1 136 544 756 | | 
1929 
JANUARY .. es on oe +s 22-4 4-9 139 564 765 
APRIL ae oe ee as “e 20-9 5-0 152 | 611 809 
JULY... oe se ee oe ee 21:1 6°3 167 672 805 | 
OCTOBER .. ea ae re a 23-0 6-2 166 689 890 
1930 | 
JANUARY .. oe oe oe os | 23-8 5-9 159 | 650 771 | 
APRIL ee ee oe ee se 19°7 4-6 151 620 696 
JULY as ee ee ee ea’ 18°7 4°9 105 486 621 
AUGUST... os ee oe oe 17:9 4°3 104 417 451 
SEPTEMBER. . as ee oe oe 19°6 5-0 104 425 581 
OCTOBER .. ee ee oe oe 21-0 5-1 96 415 512 
NOVEMBER .. oe ee os ee 19-8 4-4 92 384 434 
DECEMBER .. ee oe ee as 20°7 4-6 76 350 337 
1931 
JANUARY .. ee ae es os 19-2 3°6 83 337 402 
FEBRUARY .. ee ee ee oo | 18-9 3°8 81 320 486 
MARCH os es oe oe e* 19-4 3°8 81 357 500 
APRIL ee oe ee ee ee 18°6 3°6 738 323 397 
MayY.. ee ee oe “e ee | 17°3 3-6 80 346 435 
JUNE ak a “a ne 17°8 3-9 76 324 429 
JULY oe ee os ee ee | 17°1 3-7 70 317 | 429 | 
(1) Returns issued by the 
Tv 
Table VI BRITISH TRADE AND INDUSTRY—cont. 
| 1 
OVERSEAS TRADE BANK CLEARINGS UNEMPLOYMENT us 
: r - 4| Index of 
2 . ”  Percent- | Numbers | Produc- 
Imports | Exports |Re-exports! London |Provincial) Total | eee age of on Live tion 
| “ Country” ative insured Register | (Quarterly) 
| Total persons | | 
€ £ | £ £ unem- | 0060's 1924 = 100 
tillions millions | millions | millions | millions | millions millions ployed | omitted 
| } | 
1928 | | 
JANUARY... 100-4 59-7 10-3 10-3 5-8 16-1 19-0 10-7 | 1,204 105-7 
APRIL ee 96°8 | 55-3 11-0 10°5 6-0 16°5 19-2 9-5 | 1,081 103-7 
JULY os 95°5 | 60-9 8-5 10-2 5:5 15°7 18°5 11:6 | 1,259 95-4 
OCTOBER... | 102°7 64-3 | 8-9 10-2 5:4 15°6 18-8 11°8 1,339 105-2 
1929 | 
JANUARY... 116-1 66-9 9-8 10-4 5-5 15-9 19-1 12-3 | 1,427 | 108-3 
APRIL .. | 104°2 60-2 10-4 10°5 5-3 15°8 19-0 9-9 | 1,159 | 111-0 
JULY ae 93-6 66°5 8-0 10°3 5-4 15-7 19-0 9-9 | 1,140 | 108-2 
OCTOBER .. 110-3 64°6 9-1 10°3 5-1 15°5 18-9 10-4 | 1,218 | 114°8 
1930 | } 
JANUARY.. | 101°9 58-3 8-2 10°4 5-0 15-4 19-5 | 12-6 1,481 | 109-6 
APRIL -- | 83:9 46-9 7:8 10-4 4°7 15-1 20-3 14-6 1,678 | 100-9 
JULY os 85-2 50°7 6-7 10-0 4-3 14°3 19-9 16-7 1,964 
AUGUST .. 79°9 42-8 6-3 9-0 4-0 13-0 18-3 17:1 | 2,036 | 90-7 
SEPTEMBER | 78°7 42°7 5-4 8-6 3-7 | 12-4 17-8 17°6 | 2,115 
OCTOBER .. 90-9 46°9 7-2 9-6 4-0 13°5 19-9 18-7 | 2,200 | 
NOVEMBER 79°4 44-1 6°8 9-4 4-2 13-6 20-2 19-1 | 2,274 92°7 
DECEMBER 89-6 38-5 5-2 9-4 4°3 13°7 20-9 20-2 | 2,393 
| } 
1931 
JANUARY... 75:6 37°6 6-0 9-9 4-2 14-2 22-1 21-5 | 2,614 
FEBRUARY 63-6 31-8 5-9 9-1 4-1 13-2 20-7 21-7 2,628 | p 85-1 
MARCH .. 70°7 34-0 5:4 8-9 4-1 13-0 20-4 21-5 2,625 } 
APRIL ee 7070 | 32°5 6-6 9-5 3°9 13-4 21-1 20-9 2,532 7 
May oe 69-6 33-9 5°7 9-1 3°9 13-0 20-7 20°8 2,523 | 80°5 : 
JUNE -. | 68°6 | 29°4 6-0 8°5 3°7 12-3 19*8 | 21°8 2,629 ; 
JuLy ..| 70-1 | 34-3 4:9 | 91 4-0 13-1 21-3 | 22-6 | 2,664 | ; 
1 Daily averages. * “Country ” clearings at London Clearing House. * Total clearings (London 
“Country ” and Provincial) adjusted, for comparative purposes, by application of Board of Trade index c 


number of wholesale prices (1924 = 100). ‘* Average of four or five weekly returns. * Reprinted by courtesy 
of the London and Cambridge Economic Service. 
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\DE AND INDUSTRY | _ Table VI—cont. a 


TRON & STEEL &. MANU- MACHINERY COTTON WOOL 





























| | Exports of Exports of E — of Exports of Exports of 
Imports Exports Imports Exports | Yarns Piece Goods Tops Wool and Wool and 
Worsted Worsted 
| Yarns Tissues 
) Thousands Thousands £ £ Millions of Millions of Millions Millions Millions of 
of Tons | of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. | Sq. Yds. 
284 332 1,345 4,805 14°9 | 337°4 2°8 4-0 16-9 
253 344 1,464 4,143 13°8 | 314°8 2-9 3:7 10-0 
] 219 333 1,461 4,567 11-4 338-6 2°6 j 4-2 18-0 
261 377 1,488 4,402 15-1 | 334°0 2°5 | 4°5 12°7 
' ! 
| | | | 
| 
| 244 421 1,627 5,078 16°9 | 379°3 3:1 3°6 18°6 
| 262 340 1,574 4,151 13-1 } 349°4 2°4 3:0 | 9°5 
237 376 1,687 5,066 15-0 | 355-4 | 2-2 Sl | 176 
248 390 1,724 4803 | 13°5 | 265°8 | 3-3 4-5 | id 
j | | | 
| | | 
310 352 1,514 4,456 13°2 | 313-2 2-7 3°7 | 14-1 
234 268 1,699 3,86 | 11°5 | 217-0 2°4 3-0 | 7:0 
| 199 303 1,415 | 11-0 197-4 2°7 3°2 | 10-1 
} 195 219 1,405 10°2 168-0 2°3 | 3:1 11-0 
224 200 1,214 9-1 | 142-7 2-1 3-1 | 9°6 
264 264 1,499 aa°o | 150°3 3:1 3°6 | 8-7 
210 204 1,145 11-0 | 130°3 2°5 3°8 8-3 
283 170 1,460 11°6 ] 130-2 2°4 2°8 | 7°5 
| | 
222 167 1,181 3,280 | 11°3 155°6 2°4 2°4 10°4 
177 144 1,137 2,673 | 9°3 146°3 2°3 ] 1-9 8-6 
210 170 1,246 2,874 | 10°8 136°4 2°4 } 2:2 6-8 
193 188 1,216 2,848 | 10°8 | 135°2 2°8 } 2°4 5°0 
228 168 1,305 2,880 10-7 141°5 2°5 2°7 5°2 
| 246 163 1,212 2,442 9-6 | 132°8 1°6 2°6 | 6-1 
23 168 1,227 2,693 11°3 | 177°3 2°5 3°5 | 6°6 
sued by the National Federation of Iron and Steel Manufacturers. 
Table VII COMMODITY PRICES 
UNITED KINGDOM U.S.A. | GERMANY | FRANCE | ITALY 
. a ee aes ate 
of Wholesale 1 | Wholesale Wholesale! Living Cost of | Wholesale, Cost of 
- a _________| Cost of | (Depart- | Statis- | (Statis- - | Living | Living 
sly) ie | Living ment of tise hes | tisches tig (Statis- | 
rly Board of ‘ Econ- | | (Ministry Labor) Reichsamt, Reichs- | Générale) a... ue | 
100 Trade omist” jof = aabour) amt) | Tan ] 
July } 1913/14 | | (Jan.-July) 
1913 = 100, 1913 = 100 | 191: $= 100) 1913 = 100 1913 100 | = 100 | 1913 = 100 ~“ 1918" _ "100 1915 =100 1914 = 100 
ms <> |-—— a 
~ 1928 | | a 
“6 JANUARY .. 141°1 135°5 166 138-0 | 138-7 | 150-8 606°7 507 134-3 145 
‘7 APRIL ee 142-9 139°5 | 164 139°5 139°5 | 150-7 623°8 | 519 | 134-7 145 
“4 JULY ee 141°1 135-9 165 140°8 141°6 | 152-6 623°8 519 | 1382°6 143 
al OCTOBER .. 137-9 131-1 167 140-1 140-1 | 152-1 617-0 531 | 133°5 144 
Hi | | | 
1929 | 
JANUARY .. 138-3 130°3 165 | 139°3 | 138-9 | 153°1 630°'6 | 547 | 134-7 145 
APRIL os 138°8 129-3 | 161 | 188-7 | 187-1 | 153-6 626°7 | 556 133°8 150 
JULY ee 137-4 128-9 | 163 140°4 137-8 154-4 | 613°0 | 555 129-5 148 
OCTOBER .. 136-1 124-1 167 | 138-0 | 1387-2 153-5 589°5 | 565 | 127°6 149 
1930 
6 JANUARY .. 131-0 118-5 164 133-8 | 132-3 151-6 563-5 565 123-0 150 
9 APRIL eo 123-7 112-3 155 129-9 126°7 147-4 548-4 572 116-6 146 
a JULY ee 119-2 106°8 157 120°3 | 125-1 | 149°3 537°6 } 109-0 145 
7 AUGUST ee 117°8 104-7 157 | 120°3 124°7 148-8 531-7 5692 | 109-3 144 
SEPTEMBER 115°5 100-7 156 | 120-6 | 122-8 | 146-9 523-9 |} 108-1 143 
™ OCTOBER oe 113-0 99°6 157 118-3 120-2 | 145-4 508-2 104°9 | 143 
27 NOVEMBER 112-0 97-6 155 115-2 120-1 | 143-5 493°5 597 | 102-9 143 
DECEMBER 108-9 94°5 153 112°3 117°8 | 141-6 487°6 } 100-1 | 1389 
| | 
1931 | 
ned JANUARY .. 106-9 91-3 | 152 110°3 | 115-2 | 140-4 | 483-7 98-2 133 
0° FEBRUARY .. 106-2 91-6 150 108-2 114-0 138°8 | 481-3 590 97-1 135 
Marcu oe 105-9 91-1 147 106°7 113-9 137°7 | 481°7 96°7 135 
- APRIL oe 105°7 90-0 147 105-0 | 113-7 | 137+2 483°7 95-8 135 
0-5 May es 104°4 87-5 145 102-1 | 113-3 | 137°3 470-1 589 94°2 | 134 
JUNE ee 103-2 87°5 147 100-3 112°3 137-8 467-1 2-1 | 1338 
JULY ee 102-2 86-0 | 145 110-1 137°4 456°3 91°5 | 182 
~ 1 The indices, which are for the 1st of the month, are entered for the previous month to facilitate. 
index comparison, 


irtesy 2 Gold index. 





Correspondent Banks 


NEARLY a century’s accumulated ex- 
perience and conservative progress have 
qualified the Westminster Bank to offer 
its characteristic services as a London 
correspondent to foreign and colonial 
business establishments. It functions 
through a system of over a thousand of 
its own branches in England and repre- 
sentation in every banking town in the 
world, and is amply equipped (as are the 
Paris and Brussels offices of the West- 
minster Foreign Bank) for specialized 
service in credits, collections, exchange, 
and all the ramifications of modern bank- 
ing. Banks or merchant houses wishing 
to establish a London connexion are 
invited to communicate with 
the Manager 


WESTMINSTER BANK 


LIMITED 


Head Office: 41 Lothbury, London, E.C.2 











Two New City Banks 
The Old Order and the New 
By Professor C. H. Reilly 


ANY times in these pages I have expressed the 
Mier that one day, not far distant, we should 

see an English bank which reflected clearly both 
in its composition and in its finish the revolution which 
has overtaken modern architecture in every continental 
country, save perhaps Spain, and is beginning to show its 
head even here. This revolution, we may remind ourselves, 
is a severance with traditional forms, whether classical, 
renaissance or medieval, as a means of expression and 
their replacement by an architecture mechanical and 
utilitarian like the finish of a motor-car, but also like the 
modern car achieving in its best examples a certain 
serious beauty out of the lines efficiency has dictated, 
and from the fine finish and subdued functional deco- 
ration given to them. One can see at once that such 
an architecture would probably be highly satisfactory 
in a modern factory, in a block of workmen’s dwellings, 
or anywhere where the most had to be made both of 
space and cost. On the other hand, it would obviously 
be much more difficult to design satisfactorily in such 
a manner a Town Hall without the help of tradition to 
give dignity to the necessary richness. The danger 
would be that the building might appear either bald 
and empty, or vulgar and parvenu. Witha bank building 
the problem would be the same but to a less degree. 
A purely machine-like building, however beautifully 
made, would a priori hardly seem like a bank here in 
England. We seem to expect in our banks a certain 
swagger and spaciousness, a pose of opulence and ease. 
The problem, therefore, of a large bank building for 
the designer in the modern puritanical revolutionary 
manner would be no easy one. That such a building 
therefore has appeared in Cornhill itself, and by the 
best of our ‘“‘ modern” architects, Messrs. Easton & 
Robertson, is a very exciting architectural event, the 
interest of which is added to by the fact that at the same 
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MESSRS. CHASE HARRIS FORBES NEW BANK, 50 & 52, CORNHILL 
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moment, not a hundred yards away on the opposite 
side of the street, there called Leadenhall Street, has 
appeared another new bank from the brain of the man 
who, while still a traditionalist, nevertheless always 
manages to infuse new life into the dead bones; indeed, 
they are no longer dead when he touches them. Needless 
to say the name of this architect is Sir Edwin Lutyens. 
The bank for which he has designed the facade and 
the banking hall is the Leadenhall Street Midland branch, 
immediately opposite to Sir Edwin Cooper’s § gteat 


o 


{ 
DETAIL OF THE GROUND FLOOR OF THE CORNHILL FACADE 
5 


building for Lloyds. It is to these two buildings then, 
and to the startling and interesting contrast they afford, 
that my space (or what is left of it) is this month to be 
devoted. 

Let us begin with the “ modernist” building first. 
It is numbers 50 and 52, Cornhill, the home of the London 
house of Messrs. Chase Harris Forbes, Ltd., American 
bankers and bond merchants. The building has a five- 
window frontage to Cornhill, bridging over the alley 
on one side leading to St. Peter’s Churchyard, to which 
it has a long return. The exterior of this new structure, 

x 2 
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of which the two basements, the ground, first, second 
and seventh floors are used by the bank and the remainder 
to let as offices, does not at first glance look so startlingly 
different from its surroundings as to suggest that it is 
the first considerable building in the City to represent 
a revolution in architectural design and taste. It 
appears as a very clean-looking plain brick building 
built to the full eighty feet in the vertical and with the 
usual two storeys in its red asphalte roof which the London 
Building Act allows. Its peculiar air of cleanliness is 
due to the absence of so-called architectural features, 
the five rows of plain windows above the ground floor 
being allowed to show themselves unadorned, and to the 
interesting materials of which it is built. The main 
walling everywhere is in narrow silver-grey bricks, which 
are re ally the hard red Ruabon bricks from North Wales, 

where they have destroyed so much of that beautiful 
countryside, with pulverized stone blown into them. 

The lining of the windows, as of the main door and 
the entrance to the churc hyard, is in Roman Travertine 
stone, generally used in this country in interiors but 
here very effectively used, as it is in its native land, 
as an ordin< ry building stone. If it stands the London 
atmosphere it should soon be very popular, for it gives 

the impression of a very clean job, as if the stone were 
a hard Lancashire cheese cut with a sharp knife. The 
ground floor to Cornhill is faced, like a great dado to the 
brick building above, with large slabs of dark green 
polished Swedish marble. In this marble dado are 
two Travertine openings at either end, one to the church- 
yard already mentioned, and the other the entrance 
to the building. In the centre between them is a large 

bronze window with big bronze bars, and with its splayed 
jambs lined with bronze panelling on which I noticed 
an amusing incised decoration, consisting of a monogram 
of the sterling and dollar signs. May they always be 
joined toge ther in such peaceful matrimony! In addition 
to this great window the marble dado is pierced by six 
Sy mmetrically disposed openings (some of which cleverly 
ventilate lavatories), each covered with a very effective 
bronze grille somewhat Chinese in its pattern. All this 
bronze work is at present a golden copper colour which 
contrasts admirably with the green marble, and it is 
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intended to keep it so by cleaning, a resolution which 
one hopes will be adhered to. The main front to the 
street then is a straightforward arrangement of the 


THE ENTRANCE TO MESSRS. CHASE HARRIS FORBES 
NEW PREMISES 


necessary windows without columns, pilasters, cornices, 
or any of the ordinary architectural features, carried 
out simply but in fine materials. The same applies to 
the churchyard front, except that here the basement 
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and ground storeys of the building are carried on long 
stone piers to give as much light as possible to the base- 
ment and to the large office for selling bonds at the back 
on the ground floor. In front, besides the entrance hall 
and stairs to the offices above, there is only a small 
banking hall with a counter for about three cashiers 
caged up in the American way. The question then is, 
does this plain, straightforward, efficient-looking building, 
with none of the usual architectural paraphernalia about 
it, denote its high banking purpose sufficiently well? 
My own feeling is that it does, and in a discreet way 
particularly well suited to a branch in London of an 
American establishment. It looks quiet, efficient, and 
good. The fine materials, especially of the ground-floor 
storey, prevent its looking cheap. It is really rather like 
some highly finished motor-car standing in Cornhill 
among a number of elaborate and even lumbering old 

stage coaches . I admit for picturesqueness’ sake I should 

be sorry to see the whole street rebuilt in the same way, 

though if it were it might well inspire in our present 

mood new confidence in the monetary machine. One, 
would feel that no money was being wasted on inessen- 
tials, and that all work within the buildings was being 
done at the highest possible speed. 

The interior, as it should, carried this effect of an 
efficient machine still further. One enters the simple, 
but strong-looking, Travertine doorway on the right 
with its boldly curved jamb and its curved Travertine 
wall opposite, both giving full value by their plainness 
to this delightful material, and is swept round to the 
door facing the bank counter but through a lobby where 
are the stairs and lift. Everything there is finished in 
the same clean motor-car way. The light, for instance, 
over the entrance is sunk flush with the lintel; the doors 
to the lift are in plain, straight grain walnut unorna- 
mented and unpanelled; the bronze baluster bars and 
handrail to the stairs are thin and fine. The little 
banking hall with its amusing American arrangement of 
a caged cashier is finished in the same efficient but 
elegant way. In this room there is a_solid-looking 
balcony over the bank counter which reappears with 
fine sweeping curves in the big room behind facing the 
churchyard. The room is lined with plain Bottichino 
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CHUBB’S TREASURY DOOR 


CHUBB & SON'S LOCK & SAFE Co.Ltp. 


Bankers’ Engineers & Strong Room Builders 


Head Office: 


128 QUEEN VICTORIA STREET. LONDON, E.¢.4 


Telegrams: CHUBB, LONDON. Telephone: CITY 1626 (3 lines). 








254 THE BANKER 


marble in large slabs and outlined in black. The banking 
counter, sloping forward for foot and knee room like the 
side of a sarcophagus, is cased in the same materials. An 


THE OUTER PUBLIC BANKING SPACE 


interesting feature worth noting is the use in the bronze 
grille above the counter of tightly packed glass rods, 
gay and glittering, and following the lines of the bronze 





Banking Hall, Midland Bank, Leadenhall Street, E.C. 


WM. NICHOLSON & SON (LEEDS) LTD. 


MASTER BUILDERS (Established 1822) 


have executed all the 


BANK FITTING WORK, STRONG ROOMS 
and FIREPROOF FLOORS and STAIRCASES 
of the 


MIDLAND BANK 
LEADENHALL STREET, E.C. 


SPECIALISTS IN BANK FITTINGS. 


Registered Office: London Office : 
PROSPECT SAW MILLS, SHEAF ST., LEEDS 2 & 3 WARWICK LANE, E.C.4 
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uprights, in the place of the ordinary dull, obscured glass. 
The only concession to pattern is a slight Swedish-looking 
flat design in the ceiling, but there is a most charming 
electrolier of long rods of pale green with gold bands 
and loops, which while looking sufficiently serious, 
humanizes the whole room and takes away from it the 
slight suggestion of a hospital operating theatre, which 
to our unaccustomed eyes its simplicity and cleanliness 
of line and surface at first sight suggests. There is not 
space to describe the other rooms in detail. They all 
have the same clear clean appearance with no pipes or 
beams visible. - The large one at the back to which the 
public also have access, finely lit by great windows 
to the churchyard, has the same air and is relieved by 
similar electroliers. One could wish the furniture had 
been designed by the architects. Into these clean, 
sharply defined modern rooms, it does not do to bring 
the ordinary old-fashioned solid office furniture. The 
chairs and tables should be of chromium steel or of some 
similar substance, and the table tops of glass. In the 
board-room on the seventh floor, a finely shaped apart- 
ment simply but exquisitely finished, the architects are, 
I am glad to say, to be complete masters of the situation. 
After a little time within its walls I came away from this 
building feeling that a modern hygienic structure like 
this, executed in fine materials and with no dust-traps 
anywhere, with an air of strength as well as of efficiency, 
is, in its way, quite as impressive as any of the old 
Corinthian be-columned banks with their suggestion of 
ancestral halls, and has, too, this additional advantage, 
that it gives the impression that the bank is a forward- 
looking institution to which the future belongs, and not 
merely an old-established one living on past glories. 
The big new Midland branch in Leadenhall Street by 
Sir Edwin “L utyens and Messrs. Whinney, Son & Austen 
Hall (the latter being responsible for every thing throughout 
the building but the facade and the interior of the banking 
hall), which is to open its doors in a week’s time, is a 
totally different conception of what a big city building 
for banking and general offices purposes should be. As 
in the Cornhill building the bank occupies the lower 
portion, in this case the ground floor and two basements, 
while all the upper floors are designed as lettable office 
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space. I may say at once, in passing, I have never seen 
better office space or with better lighting. The windows, 
save those to the street, reach from floor to ceiling 
yet they are so divided and have such strong fine 
piers between that there is no feeling of being in a 
conservatory ; rather of being in some fine warm well-lit 
orangery attached to a country mansion. 

As to the fagade to Leadenhall Street there is no 
doubt at all that it is a very fine conception—the finest 
in that street. Like the building in Cornhill the first 
eighty feet rise sheer in a cliff with | no columns or cornice, 
though not, of course, quite so nakedly. To the ground 
storey , a very lofty one, there is a range of five tall plain 
arches, the two outer ones being filled “with windows and 
the three central ones making a really imposing portico, 
the interior of which is a piece of Roman vaulting in 
stone as interesting as anything of its kind in the City. 
It must, too, have been a very difficult problem geo- 
metrically both to set it out and to execute it, for the 
whole building is on a curve and each little domical bay 
of vaulting starts from an irregular space, yet finishes 
in a flat circul: ir dome. Centrally on to this portico are 
the great bronze entrance doors of the bank, the entrance 
to the offices being at the end on the left. This latter 
leads to a hall lined and vaulted in a quiet marble, and 
to a fine staircase very spacious for offices to-day and 
especially where there are two lifts. Above this really 
noble portico is a range of first-floor windows enriched 
with sre nts with a sort of mezzanine storey of 
windows, curved top and bottom, below it acting as a 
link between it and the portico. After that the building 
rises sheer and plain to a simple balustrade above the 
sixth floor, when it flowers again as it were with a mag- 
nificent composition of two open pedimented porticoes 
and a central pediment to the main structure, here set 
back, and above again two square open towers enriched 
with columns and cornices. Here, then, is quite a 
different conception of architecture in which features, 
finely shaped and noble in themselves, are introduced for 
sheer display. No one could complain that the first 
six storeys, though not as plain as the corresponding ones 
in the Cornhill building, are over-ornate even in these 
reduced days. This upper portion of the building, 
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however, is a different matter, and it depends entirely on 
your personal predilections and your view of the function 
of bank architecture whether you think it justified. Asa 
piece of scenery it is magnificent, as good in that way as 


feween) | 





THE BANKING HALL OF THE NEW MIDLAND BANK IN 
LEADENHALL STREET, E.C. 

anything Wren ever did. My own feeling is that in our 

towns we require both sorts of building, the efficient 

machine and the parade building. English life, fortun- 

ately, even in the City, has not yet become a matter of 

proletarian serfs driven to work. Efficiency is not 
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everything, though we could do with a good deal more 
of it. When, however, an owner desires a certain amount 
of swagger and display, an expression that is to say of 
the baroque spirit which is somewhere deep in most of 
us all the time, the important thing for him to do is to 
go for it to an artist like Lutyens. What we are all really 
tired of is the unending meaningless richness everywhere, 
and that mostly vulgar. 

The banking hall on the ground floor of this bank is 
a fine apartment with a long, straight counter (less 
elaborately panelled I notice than is usual in Midland 
banks, and none the worse for that) and a row of piers 
down the centre of it. At one end is a series of divided 
mirrors looking like windows, which at one time it was, 
I imagine, intended to carry round the hall. That it 
was not done is rather a pity. It would have given a 
unique and admirable effect. The arches at the end 
lead through a vaulted corridor to the two managers’ 
rooms and to a fine staircase down to the safe deposit, 
lined with black marble which looks magnificent, 
especially on its semicircular landing. The safe deposit 
is on the lines of that in the Midland he adquarters building 
in Poultry with the actual deposit room entirely in 
polished stainless steel, and looking extraordinarily 
efficient, handsome, and modern at the same time. An 
interesting feature of this imposing interior is the lighting 
which is entirely from the ceiling direct and reflected. 
The result is there are no desk lights on the counter, and 
that the long line of its grille is unbroken. 


I a oe eT 


Se 


USED IN THE MIDLAND BANK, LEADENHALL STREET 
Leading Architects vecagnine the merits of the 
be 9 DRYING 
SURE” ovevrenu 
FOR DRYING NEW & OLD BUILDINGS 
BY MEANS OF HOT AIR STOVES 
Invaluab'e for Speeding Up Building Construction 
“ Turk" System makes new buildings BONE DRY in the shortest 
possible time and does not affect either materials or Structure. 
Successfully employed during construction in the following ‘— 
Banks—Westminster Ltd., Midland Ltd., Lloyds, Barclays 
Nat. Prov. & Union, Bank of Scotland, Bank of Italy. Over 
600 branches dried. 
Insurance Buildings Phenix Insurance, Prudential Insurance, 
Royal Insurance, Norwich Union Ins., County Fire O.fice, etc. 


Apolu ©: TURK SYSTEM DRYING CO., LTD. 


EAKERLOO CHAMBERS, 304, EDGWARE ROAD, W.2 


"Phones: PADD 0811, 1005. Telegrams: “ KILNS, PADD., LONDON.” FOR EXPLANATORY PAMPHLET. 





THE WORLD ECONOMIC CRISIS 
1929-1931 
By PAUL EINZIG 


Author of “International Gold Movements,” ‘The Bank for International Settlements,” 
“The Fight for Financial Supremacy,” &c. 





Price 7s. 6d. net. 


MACMILLAN & Co.., ys @ ce LONDON, Wo. 2 








| PITMAN’S BANKING BOOKS 


Other Recent Works :— JUST PUBLISHED. 


“witout coud) | LAE LAW RELATING 


A study in investment banking, 

giving a comprehensive account T B A N K I N G A N D 
of the mortgage bond as an in- 

vestment and of the mortgage 


vedic“ “ord -EQREIGN EXCHANGE 


CURRENCY ACCOUNTS By L. Le Marcuant Minty, Ph.D., B.Sc.Econ., B.Com., LL.B., 
IN STERLING BOOKS Barrister-at-Law, Author of ‘ English Banking Metnods,” etc. 
By C. Ratpx Curtis. Explains +: : : : re 
new syste ' : HIS important new book presents an authoritative 
dame nage ag ees B= Bbw detailed explanation of the law and its relation- 


keeping in banks, together with 


the corresponding traders’ ship to banking, combining a sound dissertation on 
accounts. 5s. net. banking law with descriptions of banking practice. 
Special attention is paid to the law governing Foreign 
THE THEORY AND Exchange. A most comprehensive treatise and a work of 
reference invaluable to all whose professional duties 
poe ge hn call for a knowledge of this important subject. 
By Wa. A. SHaw, Litt.D. A Crown 4to, 384 pp. 30s. net. Half-leather gilt. 
learned exposition of banking Pe 
theory, accompanied by exhaus- “A much-needed textbook . . . a sound description of the 


tive references and practical con- manner in which banking law and practice operate in modern 
clusions of great interest to all times . . . may be expected to find its way on to the shelf of 
concerned with banking. the banker and lawyer alike as an essential work of reference.” 

12s. 6d, net. BANKERS’ MAGAZINE. 


Order from a Bookseller or direct from the Publishers. 
Complete list of Banking Books post free on request. 


SIR ISAAC PITMAN & SONS, LTD., Parker St., Kingsway, LONDON, W.C.2 








| 


/ 
W 
‘ 


GLALLLAKAAAAAALARAAKAKARTAALA 


SEE 


THERE IS 
A.» TRADITION 


that statistics on British In- 
dustries are virtually unobtain- 
able. The tradition, however, 
is mistaken. 

In collaboration with the 
Economist Newspaper,Moodys- 
Economist... Services have 
prepared a month-to-month 
service on some 40 leading 
industries, supplemented by 
tables on exchange rates, prices, 
employment, bankruptcy, etc., 
at home and abroad. 

The whole is presented in 
a convenient loose-leaf binder. 


X 
MOODYS-€ronomist SERVICES LTD» 


King William Street House, 
E.C.4. 


EXESESSSS SSS SSE ESESSE SSIS SSS YES ESSENSE INKY 


CESSES 


SEXEESEESEEESSESEESEESEESESESESS 


s 





°% 
eA 
°r 
i 
<6 
7, 
7, 
6 
i 
2) 
i 
i 
' 
63 
2 
°74 
3 
63 
° 
°7 
eH 
eH 
74 
i 
43 
es 
eA 
i 
7, 
eA 
eH 
6) 
eH 
2% 
i 
i 
63 
5 
eh 
° 
or 
i 
74 
63 
zy 
ot 
PS) 
> 


ED, HIS MAJESTY’S PRINTERS, EAST HARDING STREET, LONDON, £.C.4, AND 
R PROPRIETORS LIMITED, 20 BISHOPSGATE, LONDON, E£.C.2. 














